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- BLADES. EAST & BLADES, Ltd. 


Established 1821 
CITY OFFICES: WORKS : 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones: Clerkenwell 3636, 3637, 3638. 
Telegrams : “* Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 

BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 


Capital fully called up - £650,000 Reserve Account - - £670,000 
(with power to increase to £4,.000,000 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS : 
Messrs, Giyn, Mitts & Co, THe WesTMInsTER Bank Limited, LomBakp STREET, Ltioyps Bank Limitep, 
HEAD OFFICE : 
33/36 KinG WiLLIAM STREET, Lonpvon, E.C.4, 
CHIEF OFFICE IN PERSIA : 


TEHERAN, 


BRANCHES IN PERSIA : 


Abadan, Ahwaz, Bunder Abbas, Bushire, Hamadan, Isfahan, Kerman, Kermanshah, Meshed, Mohammerah, 
Pehlevi, Resht, Shiraz, Sultanabad, Tabriz, Yezd, Zahedan (Duzdab). 
BRANCHES IN IRAQ: BRANCH IN INDIA : 
BaGpap, Laska BompBay. 


HE BANK transacts Banking Business of every description in 

and connected with Persia and Iraq, also with Bombay, Calcutta 
and Iarachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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Hongkong and Shanghai Banking Corporation 


(Incorporated in the Colony of Hongkong. The liability of members ts limited to 
the extent and in manner prescribed by Ordinance No. 6 of 1929 of the Colony.) 


AUTHORISED CAPITAL oor ‘a <a pres #50,000,000 
ISSUED AND FULLY PAID U ‘aa iad - $20,000,000 
RESERVE FUNDS— 
STERLING _... oe ae = ial xis £6,500,000 
SILVER ees an pee saa si ue $10,000,000 
RESERVE LIABILITY OF PROPRIETORS .... $20,000,000 


Heap OFFICE: HONGKONG, 


BOARD OF DIRECTORS: 
Hon. Mr. C. G. S. MACKIE, Chairman. 
Hon. Mr. J. J. PATERSON, Deputy-Chairman. 


W. H. BELL T. E. PEARCE 
A. H. COMPTON J. A. PLUMMER 
G. MISKIN T. H. R. SHAW 


J. P. WARREN 
CHIEF MANAGER: V. M. GRAYBURN. 


BRANCHES: 
Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg, 
Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe, Kowloon, Kuala Lumpur, London, Lyons, Malacca, Manila, 
Moukden, Muar, New York, Peiping (Peking), Penang, Rangoon, Saigon, San Francisco, Shanghai, Singapore, Sourabaya, 
Sungei Patani, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama. 
COMMITTEE IN LONDON: 
Sir Charles Addis, K.C.M.G., Chairman. 


A. H. Barlow Sir George Macdonogh, G.B.E., Sir George Sutherland 
D. G. M. Bernard K.C.B., K.C.M.G. A. M. Townsend 
Cc. A, Campbell The Rt. Hon. Lord Revelstoke Cc. F. Whigham 
MANAGERS IN LONDON: 
H. D.C. Jones R. E. N. Padfield 


Accountant: A. Moncur 


9 GRACECHURCH STREET, LONDON, E.C.3. 
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Commercial Bank 
of Scotland 


Limited 


Incorporated by Royal Charter and 
Act of Parliament 


Head Office : 
WATER ST., LIVERPOOL. 


London Office : 
68, LOMBARD ST., E.C.3. 


Manchester District Office : 
43, SPRING GARDENS. 


Capital Subscribed £7,500,000 
Paid Up - - - £2,250,000 
Reserve Fund- - £2,850,000 





Deposits - - - £32,112,042 





Capital Paid Up and Reserves £7,190,866 


Head Office 
Deposits, etc., at 31 Dec. 1931 £75,927,392 


14 GEORGE ST., EDINBURGH 


General Manager Secretary 


JOHN M. ERSKINE GEORGE HAY 


London Offices 
62 LOMBARD STREET 


and 


IMPERIAL HOUSE, KINGSWAY 


All forms of Home, Colonial and Foreign 
business transacted. 


The Bank has over 565 Offices, and Agents 
in all the principal towns at home and 
abroad. 


All descriptions of Banking, 
Trustee and Foreign Exchange 
Business transacted. The Bank is | 
prepared to act as Registrar for 

Public and Corporate Bodies. 




















DEN DANSKE LANDMANDSBANK 


HYPOTHEK- OG VEKSELBANK 
AKTIESELSKAB 
ESTABLISHED 1871 









COPENHAGEN — DENMARK 
Share Capital (Fully paid) - - - Kr. 50,000,000.- 
Reserve Fund - ~ - - - Kr. 34,000,000.- 
> 


The Bank has connection with all leading Banks in the world. 
All kinds of Banking Business transacted. 





YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Uncorporated in Japan) 


1 | 


Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - 7 - - - - - Yen 116,200,000 





Head Office: YOKOHAMA. 
Brancues and AGEncigs at Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, 
Los Angeles, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Paris, Peiping, Rangoon, Rio de 
Janeiro, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsingtau. 
The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C.2 
D. NOHARA, Manager. 


NATIONAL BANK OF EGYPT. 
(Incorporated in Egypt. Ltability of Members ts Limited.) 


HEAD OFFICE : CAIRO. 





FULLY PAID CAPITAL - - : - - £3,000,000. 
RESERVE FUND .- - - - - - £3,000,000. 


London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


A. M. BONNER, L™: =" 


30 LIME ST. and 7 BLOMFIELD ST. 


LONDON, E.C.3 LONDON, E.C.2 
Tel: Tel. : 
Monument 0794 City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND ee DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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DE BOLIVIA 


formerly 


BANCO DE LA NACION 
BOLIVIANA 
Established 1911. 


OPERATES AS A CENTRAL BANK OF 

ISSUE, DISCOUNT, DEPOSIT AND EX. 

CHANGE THROUGHOUT THE REPUBLIC 
OF BOLIVIA. 


Authorised Capital - Bs.30,000,000 

Paid-up Capital © - Bs.25,687,075 

Reserve Fund - - Bs.6,155,826 
Telegraphic Address: “‘NAVIANA.” 
Head Office: LA PAZ. 


BRANCHES : 
Cochabamba, Oruro, Potosi, Riberalta, Santa 
Cruz, Sucre, Tarija, Trinidad. 


Specially prepared to grant facilities for the 

DEVELOPMENT of the ECONOMIC RELA- 

TIONS between the REPUBLIC OF BOLIVIA 
and all FOREIGN COUNTRIES. 


The Bank grants special facilities to Travellers 
proceeding to Bolivia. 


CORRESPONDENCE INVITED. 
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“L.B.C.’? Super Quality Copper and 
Silver Bags are made from the finest 
grade Manilla; are guaranteed to 
the Mullen test; are rubber banded 
in 50’s, and packed in free cartons, 
thus avoiding all waste, and reducing 
shipping charges. 

Send for free samples to-day and 
test them. 

Look for the big holes in the seam— 


they are your protection, and cost you 
NOTHING! ! 


LANCASTER 


BROTHERS & COMPANY 
CASH BAG SPECIALISTS 


SHADWELL STREET 
BIRMINGHAM 














ACKWORTH SCHOOL 


Near Pontefract. 


Established 1799 and conducted by the Society of Friends for Boys and Girls) 


Headmaster: W. ARTHUR COOPER, M.A., M.Sc. 
Headmistress: MARY F. HARTLEY, B.A. 


A good Education is the foundation on which sound work in the professions and 
commercial life must be based. Matriculation and Post Matriculation courses. 


Old Scholars’ Association membership 2,469. 

Good health; open-air country life; new milk from the School farm; fresh 
vegetables and fruit from the School gardens; extensive playing grounds and 
fields in own estate of 337 acres; covered swimming bath; large gymnasium; 
workshops; leisure hour pursuits; art rooms; own laundry. 


New Illustrated Prospectus from Secretary. 





JUST PUBLISHED 


TRUST COMPANIES 


By 
GEORGE GLASGOW 


Mr. Glasgow's volume on ‘‘ The English Investment Trust Companies,” 
published last year, quickly established itself as the standard work on the subject. 
So well was it received that the same author has now prepared a companion volume 
on the Scottish Investment Trust Companies 

rhe method of presentment follows exactly the same lines as before. Part | 
of the book is devoted to a general review of the Scottish companies, with special 
reference to the characteristics which distinguish them from the English companies 
Part Il contains the statistical record of seventy-one companies classified into the 
three categories of pre-Baring, pre-war, and post-war companies. 

In all cases the statistics are complete from 1910 up to the present vear, whence 
the reader may obtain at a glance a concise, but complete knowledge of how the 
companies negotiated both the slump and the boom periods that elapsed in 
that time 


Royal 8vo. With over 70 full-page tables. Price 50/- net. 
EYRE AND SPOTTISWOODE 
6 GREAT NEW STREET, LONDON, E.C.4 
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OVER 200 YEARS OF 
COMMERCIAL BANKING 


TOTAL NUMBER 
OF BRANCHES 


CORRESPONDENTS 
THROUGHOUT THE 








} ENTIRE WORLD 248 
: A COMPLETE BRITISH, COLONIAL and FOREIGN BANKING SERVICE 
¢ London—City Office: ( 49 CHARING CROSS, S.W.1 
: ey 3 West End (London) Offices! 1 BURLINGTON GARDENS, W.1 
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64 NEW BOND STREET, W.1 


Head Office: EDINBURGH 


General Manager : SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L., LL.D. 
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Photograph of the actual door as the burglars left it. 


Letter of appreciation from Messrs. Walter Davies & Sons, 
Jewellers, 148, Strand :— 
Dear Sirs, 
Although burglars finally were able to force an entry 
through the masonry wall of our Strongroom, we would 
like to express our appreciation of the resistance offered 
by our John Tann Strongroom Door, which was the 
burglars’ first objective. These men were armed with 
the latest safe-breaking tools, including the oxy-acetylene 
blowpipe, with which they attempted to cut away the 
locks of the door, yet after what must have been a 
prolonged use of the blowpipe they were entirely un- 
successful, and the door was so little damaged that we 
were able to lock it up again on the night after the burglary. 
Yours faithfully, 

Walter Davies & Sons. 
No John Tann Burglar-resisting Safe or Strongroom has 
ever been opened by burglars. 


JOHN TANN LTD., 117 NEWGATE ST., LONDON, E.C.! 
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A Banker’s Diary 


Mid-January—Mid-February 


Untit early February, money remained unusually easy 
for the time of year, and notwithstanding the heavy 
inflow of revenue, money was often unlend- 
The Money able and several houses had at times surplus 
Market aa ; - ; 
balances left upon their hands. The Govern- 
ment, too, have been making heavy reductions in the 
Treasury bill issue, applying their inflated revenue 
receipts largely to that end. The week’s maximum offer 
was cut down to £30 millions, against maturities of £40 
and £45 millions, and as a rule allotments fell short of 
the maximum offer. This policy not only helped to 
make money easy by restoring to the market much of 
the funds abstracted through tax payments, but made 
serious inroads into the already small supply of bills, and 
» forced down discount rates to lev els far below Bank 
sale. By early February “hot” Treasury bills were 
quoted at 4,°%; per cent., and clearing bank and Eastern 
exchange bank bills at rates down to 4,‘ percent. Even 
German standstill bills eased to 5? per cent. 


THEN came an abrupt change, for money suddenly 
became scarce, and in one w eek bankers’ deposits at oe 
Bank of England fell from £77-3 to £67: 
E — _ millions. It is not easy to ‘explain this 
dutnanaey change, for there was no evidence of any 
serious intervention of the “ hidden hand 
at the time. One possible explanation arises from the 
fact that the repayment of the Bank of England Paris and 
New York credits released large quantities of commercial 
bills previously immobilized as collateral against the 
credits. The Bank may well have arranged in advance 
that an appreciable part of its bill portfolio should mature 
just at the time when it no longer required bills for this 
special purpose, and the contraction of {5-6 millions in 
the Bank’s holdings of other securities suggests that part 
of these maturities have not been replaced. If so, the 
Bank’s action both took money off the market and also 
increased the supply of bills. This would be a sufficient 





ears 


Ie 


Rte 





A BANKERS DIARY 205 





explanation of the greater monetary stringency and also 
of the rise in market discount rates which promptly 
followed. By February 12 “hot” Treasury bills were 
quoted at 444 per cent., and bank bills at 5 per cent., 
upwards. 


THIs stringency, however, was to prove but short-lived, 
for by the week-end of February 14 money had once 
more become very easy, and by the middle 
babs * am of the following week discount rates were 
~ beginning to ease, “hot” Treasury bills 
being quoted at 4; per cent. on the 
Wednesday afternoon. The following day Bank rate 
was unexpectedly reduced by the unusual amount of a 
whole point, from 6 to 5 per cent. This movement is an 
extremely welcome one upon every ground, and as we 
urge upon a succeeding page, it is to be hoped that it is 
only the first move in a general policy of what is 
generally described as “ reflation.”” At the moment it 
is a sign that now that the Budget is unquestionably 
balanced, and the Bank of England credits have been 
successfully repaid, the period of strain that followed the 
suspension of the gold standard can be regarded as 
closed. It is also a testimony to the restoration of 
foreign confidence in our banking and financial stability, 
and is, in fact, calculated to add to that confidence. 


a 
Reduction 


AFTER its sudden improvement in early January, sterling 
was inclined to lose ground, moving from $3-49} to 
$3°41% against New York, and from Frs. 
x... 88} to Frs. 863 against Paris. The news of 
Raghamane the American credit relaxation proposals, 
however, caused sterling to improve to 
$3-46 and Frs. 878, and in general it is clear that sterling 
has in reality displayed a reassuring stability during 
recent weeks. The Bank rate reduction in particular 
did not cause any weakening of sterling. Lire displayed 
considerable strength during the period under review, 
the rate falling from lire 68 to lire 668. Marks remained 
unchanged on balance at Mks. 14-55, and Dutch florins 
improved from FI. 8-61 to Fl. 8-54. The Scandinavian 
rates remained at either side of parity. American dollars 
have weakened appreciably against the majority of leading 
currencies. On February 15, French francs were quoted 
~ 
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at 3:944 cents (parity, 3-918 cents), Dutch florins at 
40+48 cents (parity, 40-195 cents), belgas at 13-96 cents 
(parity, 13-90 cents), and Swiss francs at 19-544 cents 
(parity, 19°30 cents). These rates are in most cases 
above the export gold point, and a steady drain of gold 
from New York has been taking place. 


CONSIDERABLE Satisfaction was caused by the repayment 
by the Bank of England of the outstanding portion of its 
New York and Paris credits, the more so as 
m4 this operation was carried out without any 
Repayments further drafts upon the Bank’s gold stocks. 
' At the par of exchange the sum involved 
amounted to £30 millions, but inasmuch as the credit was 
in terms of dollars and francs, the depreciation of the 
pound meant that a considerably greater amount in 
sterling had to be repaid. The success of the operation, 
therefore, redounds not only to the credit of the Bank, 
but also to the financial stability of the country, for it 
was no mean feat to have accumulated over {40 millions 
of devisen without bringing about a further depreciation 
of the pound ; and, indeed, it looks as if, when all relevant 
factors are taken into account, our balance of payments 
may not be quite so adverse as is generally supposed. 
At the same time it must not be assumed that now that 
the Bank has repaid its credits, it is no longer under the 
need of accumulating devisen, thereby retarding a 
recovery in the pound. On the contrary, it is probably 
now engaged with providing for the repayment of the 
£80 million Treasury credits arranged in Paris and New 
York last year, due to be repaid in August. 


WITHOUT in any way detracting from the skill with which 
the Bank has handled this operation, there is no doubt 
; that it has been greatly aided by the con- 
omy tinued arrival of gold from India and re-sale 
Shineneute to the Continent. Brief allusion to this 
was made in the February BANKER, but so 

important is this movement that it is worth while to 
give further details and bring the figures up to date. 
From September 21, 1931, up to January 25, 1932, £19°2 
millions of gold was imported into England from South 
Africa, and {25-2 millions from India, making, with gold 
from other and minor sources, a total importation of 
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{50-0 millions. All this amount was re-sold abroad, 
together with the Bank’s own gold shipment of {15-0 
millions at the end of October; and the actual total 
exported was {65-4 millions. The destinations of the 
bulk of this gold were as follows : £39°5 millions to France, 
{11-1 millions to Holland, {8-9 millions to Switzerland, 
and £4-9 millions to the United States. These shipments 
have, it is believed, been sufficient not only to provide the 
Bank of England with the devisen it required for the 
repayment of its credits, but to cover a continued and 
steady withdrawal of French private balances, though 
other factors such as the repatriation of British capital 
must be taken into account. Instead, the Indian gold 
arrivals have provided the Indian Government with 
sterling balances just at the time when they were needed 
to cover interest and debt maturities in London. 


THE January averages of the ten clearing banks reveal 
the effect of the appropriation from published reserves 
made by many of the banks in order to deal 
The January with the depreciation of their investments, 
Clearing for the aggregate reserves of the ten banks 
have fallen from {58-6 millions in December 
o {51-0 millions in January. Deposits 
have also fallen fairly heavily from £1,737-0 to £{1,714-0 
millions, and this, together with the decline in discounts 
from {246-4 to £239: 3 millions, is clearly attributable to 
the heavy influx of revenue and consequent redemption 
of Treasury bills by the Government. The increase in 
advances from {899-8 to {904-9 millions very likely 
measures the extent to which taxpayers have had to 
apply to their bankers for assistance. Investments have 
been reduced from {296-5 to {283-4 millions. This does 
not arise from any further depreciation, but probably 
from the need the banks were under to draw upon these 
resources in order to meet borrowings and withdrawals 
by their customers. In comparison with a year ago, 
deposits have fallen by £159 millions, cash by {17-9 
millions, call money by £27-0 millions, discounts by 
{90-4 millions, investments by £13-5 millions, and ad- 
vances by {19-0 millions. The big reduction is in dis- 
counts, but the decline in cash is some evidence of the 
deflationary effects of the year’s gold losses. 


Averages 


R2 
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THE main feature of the January trade returns was a 
sharp contraction in imports to {62-3 millions, compared 
with £77-0 millions in December. Of this 
January 14-7 millions decrease, {4-9 millions was 
lr attributable to imports of manufactured 
goods, which stood at {13-3 millions in 
January, against just over {20 millions for July, August 
and September, and about £28 millions for October and 
November. The effect of the Abnormal Importation 
Duties is here clearly apparent. A less satisfactory 
feature of the returns is the decline in raw material 
imports from {18-5 millions in December to {16-9 
millions in January. Coming after the steady improve- 
ment of previous months, this recession is disquieting, 
particularly as it has been accompanied by an increase 
of 218,490 in unemployment. Exports of British manu- 
factured goods stood at {23-4 millions in January, 
against {22-7 millions in December, but total British 
exports fell from £32-1 to £31-1 millions. Taken as a 
whole, while the January returns reveal some improve- 
ment in the trade balance, they do not point to any 
revival in our productive activity. 


THE Government’s tariff proposals are far-reaching in 
their scope, and detailed comment upon them would be 
aw remature at least until they have reached 

Lala So pa their final form. It is clear, however, that 
they are to apply neither to staple food- 

stuffs nor to the principal raw materials of industry. 
The general rate of duty is to be Io per cent., and an 
Advisory Committee is to be set up to investigate the 
need and size of higher duties. Empire goods are for the 
moment to be duty-free, and power is taken to impose 
penal duties against goods from foreign countries which 
discriminate against British goods; and conversely to 
make concessions to foreign countries offering equivalent 
concessions to ourselves. Everything depends upon the 
way in which the proposals are worked, and at present 
only one or two general warnings can usefully be given. 
The first is that so long as the pound’s external value is 
free to fluctuate, the normal effects of the tariff may be 
counteracted by a rise in the foreign exchanges. Thus 
imported commodities may not cost more, any check to 
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imports may be offset by an equal check to exports due 
to an appreciation of the pound, and the balance of 
trade may not be improved. Another warning is that 
either through neglect or through agreements reached 
at Ottawa there is danger that the provision for entering 
into low-tariff agreements with foreign countries may 
become a dead-letter. Such a development would be 
most lamentable, as any movement designed to lower 
world tariffs is in the highest degree to the advantage 
of British, Empire, and world trade. 


SINCE the despatch of our American correspondent’s 
reviews of events, to be found on a subsequent page, a 
; new measure has been laid before Congress, 
ee designed to free the operation of the 
anking american credit system from certain en- 
Policy ~* > 
cumbrances. So far as can be judged from 
cabled reports, the Reserve Banks are to have power to 
grant “ lombard loans” to banks at rates of one above 
the rediscount rate in force for each Reserve Bank, firstly, 
to one member bank which secures the endorsement of 
four other member banks to its obligation ; and, secondly, 
to a member bank, against collateral, which is at present 
ineligible. Such ineligible collateral is to conform to 
standards to be laid down by the Federal Reserve Board. 
Loans under these two headings are not to be eligible as 
collateral for Federal Reserve Notes. The third provision 
of the bill enables the Reserve Board to authorize the 
twelve Reserve Banks to issue notes against United States 
Government securities, in addition to gold and eligible 
commercial bills. It will be appreciated that there is 
nothing inflationary in these proposals, which, indeed, 
do no more than give the Reserve system powers already 
enjoyed by the Bank of England and other foreign 
central banks. They will, indeed, be of great value not 
only to the United States, but to the world at large, for 
they will help to liquidate America’s frozen credit position 
in the most natural way, namely, by enabling her to 
make full and legitimate use of her existing gold hoards. 
Once this is done, and her credit supply allowed to expand 
in due proportion, not only should world trade revive, 
but the task of redistributing part of the excessive gold 
she now holds will be greatly facilitated. 
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The Need for Keflation 


OUR months have now elapsed since the return of 
Pitt present Government to power, and the country 

is still waiting to learn what their long-term 
monetary policy is. Their short-term policy has been 
plain enough. It has been to maintain the internal and 
external stability of the pound, to prevent a rise in the 
cost of living, and to avoid wide exchange fluctuations 
or an excessive depreciation of sterling. In support of 
these objections the Government have equally been at 
pains to balance the budget, to collect revenue and to see 
that the external obligations of the country were duly 
discharged. Furthermore, Bank rate was until a fortnight 
ago rigorously maintained at 6 per cent., the floating 
debt has been steadily reduced, and the authorities both 
in Whitehall and the City have been at pains to impress 
upon the nation that the defence of the pound was not an 
isolated task that was successfully carried to its consum- 
mation at the polls last October, but a continuous task, 
whose urgency and necessity are unabated to-day. 

As a short-term policy, all this has been both essential 
and, on the whole, successful. Furthermore, there was 
originally a strong balance of argument in favour of the 
Government’s decision to defer their long-term policy 
until they could base it upon changes in the reparations 
and war debts position which last autumn they could 
justifiably hope would shortly take place. Again, as was 
pointed out in THE BANKER at the time, there was a 
strong case for making our monetary policy conform to 
our tariff policy and this afforded an additional ground 
for delay. Nor can anyone suggest that the time is yet 
ripe for de facto, still less for de jure stabilization of 
sterling. 

At the same time, the Government ought by now to 
have a clear idea of their long-term policy, and they ought 
to be giving the country and the world a lead. The 
postponement of the Lausanne Conference and the 
uncertainty that any final settlement of the reparations 
problem will be reached this year mean that it is becoming 
less practicable for our monetary policy to await an 
international economic settlement, and indeed that it 
might well be devised so as to hasten and facilitate such 
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a settlement. The Government’s tariff policy is now 
declared, its framework has reached the Statute Book, 
and Ministers would be failing in their duty if they did 
not have some idea as to how it will work in practice and 
as to how it links up with monetary policy. Most 
important of all, it is becoming clear that the stimulus 
of the suspension of the gold standard has worn away, and 
largely because the business world suspects that Ministers 
have no policy, or at the best a policy of drift upon these 
important matters, trade and industry are once more 
themselves drifting into stagnation. The January increase 
in unemployment and decrease in raw material imports 
are warnings that must not be ignored, and the psycho- 
logical effects of the general and to some extent justifiable 
suspicion that our monetary policy is one of drift and 
deflation must not be minimized. “ Safety First” is a 
good base to which it is at times necessary to retreat. 
The discouragement of enterprise, however, so far from 
leading to safety is one calculated to produce conditions 
of extreme danger. 

At the moment, our base is secure. The budget is 
balanced and the revenue is being successfully collected. 
Our balance of payments is apparently such as to permit 
sterling to hold its ground, even in face of the repayment 
of the Bank’s credits. We have discovered a welcome 
Imperial “ hidden reserve ”’ in the shape of India’s gold 
which to-day is standing us in good stead. Yet, if we 
remain in our base it will cease to be secure. If trade, 
industry and enterprise dwindle much further, no rate 
of taxation, however onerous, will bring in enough 
revenue to maintain a balanced budget. If the world 
depression continues much longer, we in common with 
other nations will find that all we have done is successfully 
to balance our trade at the fatal point of nothing equals 
nothing. India’s gold is not inexhaustible and its sale in 
exchange for sterling depends largely upon the mainte- 
nance of India’s confidence in our solvency and stability. 

We feel, therefore, that if the Government permit 
themselves to drift any longer, they will merit the severest 
censure of the nation. They should determine their 
objections without delay, and should not hesitate to declare 
them. The initial move has now been made, for Bank 
rate has been reduced to 5 per cent.; but it was a move 
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made in the City and not in Whitehall, and it is only the 
first of many necessary moves. This brings us to what 
we conceive to be the real objective of our monetary 
policy, and that is the restoration of the internal price- 
level of 1928-9. The divorce of sterling from gold 
renders such a policy not only positive but practicable, 
and no further depreciation of the external value of 
sterling vis-a-vis gold currencies would be called for by 
the execution of this policy. Its advantages need but 
little emphasis in the eyes of business men. It would 
restore the balance between rentier and producer, and 
it would put new heart into the industrial world. The 
harassed Chancellor, charged with the task of balancing 
the budget, would find revenue expand and the cost of 
the national debt remain unchanged; or, in other words, 
every rise in the price-level means a _ proportionate 
decrease in the burden of the national debt upon the 
taxpayer and in the burden of fixed charges upon the 
producer. The banker would equally be relieved, for the 
revival in business would not only increase his turnover 
but would thaw out part of his frozen assets. These 
advantages would not be peculiar to this country. They 
would be shared in by every member of the Empire 
whose currency was linked to sterling and by those 
foreign countries who regard sterling as a more reliable 
medium than gold. In short our watchword would be :— 
“Since 1929 gold has led us astray, and, indeed, has 
brought us to the verge of the precipice. We propose 
to retrace our steps back to the main road we then 
deserted. Let others follow us who will, and the more 
that do so, the better we will be pleased. Above all, if 
gold and the countries using gold come back into line 
with us, we shall welcome it, but we cannot wait for them 
to do so.” 

This is what we mean when we urge the need for 
‘ reflation.”’ We are not alone in our plea, for economists 
of the standing of Mr. J. M. Keynes have already urged 
it in public. We can see no insuperable technical 
difficulties, for the Bank and the Treasury between them 
have long had sufficient instruments at their disposal. 
A further reduction in money rates, a suitable open- 
market policy, a proper use of the fiduciary note issue 
limit, the judicious granting of adequate accommodation 
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to British producers, the provision of adequate medium- 
term credits, the revival of the long-term capital market 
can all play an appropriate part. We agree that by 
itself the infusion of fresh credit into the machine is of 
no permanent or genuine benefit, just as pouring oil over 
idle bearings will not alone start the machine. The true 
analogy to-day, however, is not so much that of oiling 
idle bearings, but of taking the brake off a machine that 
is fast being brought to rest. Last year the brake was 
needed, for there was grave danger of the machine 
running away. To-day the machine is firmly anchored to 
its bed-plate. 

Deflation is just as much an instrument of poverty, 
misery and injustice as the wildest inflation of post-war 
years. If deflation is carried to excess—and there is grave 
suspicion that this is happening to-day—it will end in 
just as wide a reaction to the extreme of uncontrollable 
inflation as that from the post-war inflation to the 
deflation of to-day. The fear of inflation to-day is a very 
natural one, and we sympathize with those who are 
unable to divest themselves of it. Yet we also warn them 
that the path of safety lies in controlling the monetary 
system whose excesses they rightly fear, and in finding 
that middle, equitable and stable path along which alone 
can equilibrium be maintained. Much as we welcome the 
reduction in Bank rate as the initial move, we still warn 
the authorities in both Westminster and the City that the 
time for drift has now passed, and that they must buckle 
to and set about righting the injustice caused by the 
insane and paralysing deflation of the past three years. 
To-day the country and its money are free to work out 
their own destiny. Let them do so. 
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The Bankers’ Speeches 


HE events of the past twelve months invested the 
annual addresses of the bank chairmen with an 
unusual amount of interest, whether they were 
discussing the affairs of their own organizations or those 
of the world at large. While referring to purely banking 
matters, they had to deal with the reductions in profits 
and dividends, the depreciation of their banks’ invest- 
ments, and the ways in which it was met, and the general 
shrinkage in their resources and turnover. They also 
had to refer to the very limited extent to which the 
leading British banks are implicated in the German 
credit crisis. When they came to matters of general 
import, they had to give their views upon the suspension 
of the gold standard and our future monetary policy; 
upon the tariff proposals of the Government; and last 
but not least upon the vital question of reparations and 
war debts. 

As regards the banks’ current earnings, naturally all 
the chairmen had much the same story to tell. Resources 
were reduced by the general continuation of credit, and 
by the gold losses of the summer, while for the first half 
of the year at least rates were very unremunerative. 
Perhaps the clearest account of the position was that 
given by Mr. Beckett to the shareholders of Westminster 
Bank. He said :— 

Now as regards our Profit and Loss Account. The profit for the 
year 193I amounts to {1,601,822 against {1,821,888 earned during 
1930—a diminution of £220,066, or 12-1 per cent. Considering all 
things, and bearing in mind the decline in our Current and Deposit 
Accounts to which I have already referred, I think these results may 
be deemed satisfactory. Perhaps with the 6 per cent. Bank rate that 
has been in force since the 21st September last, it may have passed 
out of the minds of some that, during the greater portion of the year, 
rates were prevalent that offered narrower margins of profit to banks. 
Thus, with the year opening with a 3 per cent. Bank rate, the average 
Discount rate for three months’ bank bills during the first quarter was 
£2 gs. 5d. For the second quarter it was {2 6s. 2d., and it was not 
until the 23rd July that an appreciable advance in the Bill rate 
occurred, Bank rate being then increased to 34 per cent. and the Bill 
rate rising to £3 8s. 1d. Thereafter there were further increases in 


Bank rate, to 44 per cent. on the 30th July, and to 6 per cent. on the 
21st September, the average Bill rate for the third quarter being 
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£3 17s. 1d., and for the last quarter {5 15s. 4d. But during the year 
our funds available for employment in the discount market showed a 
substantial fall, and as the Balance Sheet reveals, we finished the year 
with the item Bills Discounted down by no less than £143 millions, as 
compared with 1930, so that the higher discount rates ruling during 
the last quarter of the year did not result in any considerable increase 
of income. This diminution of funds available for employment in the 
purchase of bills was, of course, a natural consequence of the fall in our 
deposits. 


As regards dividend policy, the allocation of profits, 
and the treatment of the depreciation of the banks’ 
holdings of gilt-edged securities which depreciated heavily 
in the latter half of the year, procedure varied between 
the different banks. Barclays Bank maintained their 
dividend and provided for security depreciation entirely 
out of inner reserves, and Mr. Goodenough justified this 
decision in the following words :— 


During the first half of the year, the profit earned by the bank was 
a somewhat low figure, but in the latter half, the position in that respect 
was more satisfactory. This has enabled us, after providing out of the 
profits of the year for all debts considered to be doubtful and not 
already fully provided for in previous years, to make an addition of 
£200,000 to our Contingency Account and at the same time to maintain 
our dividend. . . . There remains a balance of £565,950 os. 5d. to be 
carried forward, which is slightly more than the amount brought in 
from 1930. Taking the results of the year as a whole, I think that the 
shareholders will feel that these have been very satisfactory, and they 
would have been even better, but for the need of making large provision 
for doubtful accounts. 

The shareholders will notice that in respect of the Interim Dividend, 
the bank is bearing the cost of the extra 6d. in the £ in Income Tax, 
imposed in the supplementary Budget in September last. 

All debts known to be bad have been written off, either out of the 
profits earned during the past year, or out of profits which had been 
set aside in previous years to provide for the debts now written off, 
which were then considered to be doubtful, and, in addition, all debts 
now considered to be doubtful have been amply provided for. 


As to the treatment of the depreciation in the bank’s 
investments, he explained :— 


In the latter part of the year, owing to sales which took place from 
abroad and to the altered monetary conditions, there was a heavy 
decline in these securities, and a depreciation between the book value 
and the then market value of our investments. This depreciation, as I 
have already stated, has been met out of Investment Reserve Account, 
to which we have credited for many years past the profits realized on 
sales of investments from time to time, as well as profits on maturing 
bonds as they were paid off. The shareholders will recollect that in 
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the years 1925 and 1926 we added substantial amounts to the Reserve 
Fund out of Investment Reserve Account. 


The majority of the banks made a small reduction in 
their dividend, and also provided for part at least of the 
depreciation of their investments by a transfer from 
published reserves. The motives behind these decisions 
were put very clearly by Mr. McKenna at the Midland 
Bank meeting :— 


In the past six months, as we know too well, all British Government 
securities have fallen heavily in value. Owing to the short-dated 
character of our investments, the depreciation is unlikely to be more 
than quite temporary, and we do not think that it should be covered 
by drawing on our inside reserves. Indeed, in view of the universal 
trade depression and the uncertain outlook in Europe and throughout 
the world, we deem it prudent to strengthen our inside resources as 
far as possible against any emergency. Accordingly we have taken 
£2? millions from the published Reserve Fund, part of which is to 
provide for depreciation of Government securities with a definite due 
date, while the balance goes to augment our inside funds. This we 
have done in addition to the appropriation of £320,000 out of profits 
which I have already mentioned. To make the position clear I should 
add that the depreciation in our other investments has been covered 
without recourse to the appropriation from the published reserve. We 
feel sure that these steps, which are designed to strengthen our position 
against all eventualities, will have your cordial approval as being in 
harmony with the prudent policy pursued throughout the history of 
the bank. The essential fact with regard to the investments as shown 
in the balance sheet is that they stand at or below market prices on 
December 31, which represent material undervaluation of their worth 
to-day. 


This explanation removes any doubt as to the exact 
nature of the transfers between current profits, inner and 
published reserves, and investment depreciation account 
made by the majority of the banks. 

Coming now to questions of more general importance, 
the first matter upon which the public were awaiting a 
lead from the banks was the suspension of the gold 
standard and our future monetary policy. Many of the 
chairmen recapitulated in simple language the events 
that led up to the suspension of the gold standard, and 
there is no need to reproduce their words, except to note 
that in general they supported Sir Josiah Stamp’s view 
that no increase in Bank rate would have saved the pound 
last August and September. As was natural, Mr. 
McKenna was inclined to welcome the suspension of 
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the gold standard as the confirmation of his views and 
predictions expressed over a period of many years. He 
was strongly opposed to any blind, unreasoning attempt 
to re-establish the gold standard and to trust to luck 
that it would endure and prove of advantage to the 
country. Instead he summed up his standpoint by 
saying :-— 


The immediate choice before this country is inescapable ; either we 
must have a soundly-managed gold standard, which can only be secured 
by well-ordered international action, or we must definitely abandon 
gold and rely on a managed standard without any metallic basis at 
all. In either event one thing is certain : the art of monetary manage- 
ment will have to be relied upon more and more to obviate such catas- 
trophes in economic life as we are witnessing to-day. We must not 
delude ourselves once again into thinking that if we return to gold all 
will be well; renewed indulgence in that comfortable idea would be 
fatal. Deliberate, skilled and resolute monetary management, with 
or without gold, is a sine qua non of steady economic progress. 


Mr. Beckett was equally insistent upon the need for 
proceeding cautiously :— 


As to monetary policy, no forecast can serve any purpose until 
the major complications of reparations, debts, and tariffs, have been 
brought within manageable proportions. If and when a beginning can 
be made with the restoration of normal world trade, the pound sterling 
will quickly and naturally find its own proper economic level. There 
will ensue a period of de facto stabilization and, after that has persisted 
for a time, the policy to be pursued by the Government will be made 
clear. Whether that policy will entail a return to a gold standard will 
depend partly upon whether we are assured that the main causes 
responsible for the unsatisfactory functioning of that standard in 
recent years have been removed. 


Sir Harry Goschen, at the National Provincial Bank 
meeting, alluded to the stimulus that the suspension of 
the gold standard had so far given to certain basic 
industries, saying that :— 

The fall in the pound, deplorable as it is in many respects, has given 
us, at least for a time, an exchange advantage that should enable our 
industries to compete with success whenever there is any recovery 
in the buying power of our overseas customers. 


Mr. G. P. Dewhurst, however, at Williams Deacon’s 
Bank meeting, instanced some of the ways in which this 
stimulus was being neutralized :— 


An immediate rise in prices of all the principal commodities, 
followed by a definite stimulus to our export trade, tended to obscure 
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exporting countries could neutralize this advantage by following suit, 
while the extra cost of its raw material to any industry which depends 
on its supply from abroad, must to some extent nullify the bonus it 
receives on its exports through the fall in exchange. Foreign exchange 
restrictions also add to the difficulties of the merchant shipper, especi- 
ally when arbitrary discrimination occurs as between different countries 
or different classes of creditors, nor can we look for much amelioration 
here until gold resumes its proper function as a medium of international 
payments, or sterling is accepted in other countries as a basis for 
currency stabilization. 


On the reparations and war debt question, the bank 
chairmen took what is now the accepted British stand- 
point, that complete and agreed cancellation, or at least 
drastic revision of the schedule of payments, was desir- 
able in the broad world interest. Here again Mr. 
Beckett was perhaps the most definite and explicit :— 


But lest it be thought that the elimination of war debts and repara- 
tions would create a new heaven upon earth, I must utter a word of 
warning. It would be misleading to suppose that such a development 
would enable all nations to start from scratch. There are some which, 
in the coming negotiations, have all to gain and nothing to lose, and 
others which, directly, have nothing to gain and all to lose. Great 
Britain occupies a position between these extremes. I have already 
referred to the provision whereby we have undertaken to demand 
from our debtors no more than is necessary to satisfy the claims of our 
creditors. If both sides of the account are expunged, then our position, 
so far as net indebtedness is concerned, will be unchanged—and our 
colossal internal debt, our burdensome taxation, will remain, whilst 
certain of our commercial and industrial competitors will have secured 
relief from their already comparatively light obligations. Sir Walter 
Layton has calculated that Great Britain’s internal debt, per head of 
the population, will then amount to £150, France’s to £56, Germany’s 
to £8 and even that of the United States, the heaviest sufferer from 
cancellation, to only £27. These remarks are not to be construed as an 
argument against cancellation of war debts. On the contrary, I firmly 
believe that therein lies our only hope. If such a step will restore pros- 
perity to the world, then Great Britain, even though she may gain a 
smaller advantage than other nations, will find her own welfare 
enhanced. 


The italics are our own, for we feel it right to give the 
utmost possible emphasis and publicity to this passage 
in his speech. 

The chairmen were careful to reassure their share- 
holders as to the limited commitments of British banks 
in Germany and in respect of bills and credits governed 
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by the different standstill agreements. Thus Sir Harry 
Goschen said :— 


A great deal was said at the time of the German crisis at the end of 
July regarding the amount lent to that country, and I am sure you 
would like me to give you some information regarding our relative 
position. 

The amount of cash involved was quite insignificant, and including 
commercial credits granted to German institutions by way of accept- 
ances, the total amount of our claims was approximately only 2 per 
cent. of the whole of the amount owing to this country, as set forth 
under the German Standstill Agreement, and we see no reason what- 
soever to doubt the solvency of our debtors. 


Mr. Goodenough gave Barclays Bank’s position in 
somewhat greater detail :— 


I wish to refer, at this stage of my remarks, to the German debts, 
in which we, in common with other banks all over the world, are 
interested. We hold certain Treasury Bills issued by two of the States 
in Germany, where we have important banking connections. These 
Bills will certainly, in our opinion, be paid, although the repayment 
will be delayed, owing to the difficulty of obtaining the necessary 
foreign exchange, which is one of the chief problems of the Reichsbank 
at the present time. In addition to these Bills, we have granted accom- 
modation on ordinary banking lines to some of the leading German 
banks and to a few private firms for trade purposes between the two 
countries. There is apparently an idea that the banks in this country 
have lent large sums of money to Germany for purposes of development 
of one sort or another and often unwisely. I do not think that such is 
the case. So far as we ourselves are concerned, with the exception of 
the Treasury Bills mentioned, all our advances are granted solely for 
financing trade. We feel confident that these debts should be regarded 
as good, and that they will be liquidated in due course as soon as the 
exchange difficulties have been overcome, whatever may be the result 
of the forthcoming negotiations in regard to German War Debts. 
Should, however, the German position turn out badly, which we do 
not anticipate, then, besides our Reserve Fund, we have other substan- 
tial surplus reserves sufficient to meet any contingency that might 
occur. 


Mr. Beaumont Pease, at Lloyds Bank meeting, was 
even more explicit, for he added a conclusive rebuttal 
of the charge that London houses were tempted by high 
rates to risk English money in Germany :— 


The Basle Committee have published the figure of 12 milliards 
Reichsmarks, or £600,000,000 at par, as the total to all countries of 
German short-term obligations. A census of London banks and 
accepting houses shows that of this total, apart from other debts such 
as loans to States and municipalities, which are not governed by the 
Standstill Agreement and are moderate in amount, £53,000,000 repre- 
sented on July 31, 1931, the amount of German acceptance credits with 
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London banks and accepting houses, and {11,000,000 the amount of 
other forms of short-term indebtedness. An analysis of the City’s 
acceptance figures shows that more than half of the total of acceptances 
was in respect of credits granted for financing the movement of goods, 
as the London banks and accepting houses granting the credit either 
see the relative documents or are provided with proof of shipment. 
The great proportion of the balance is stated by the institutions making 
the return to be also of a self-liquidating character, though in this 
case there is no proof of the actual movement of goods. Compensation 
for the risk taken consisted merely of the usual acceptance commission, 
ranging from, say, $ per cent. to 2 per cent. per annum, according to 
the credit of the credit-taker and the class of business transacted. 
These figures are a complete refutation of the charge brought against 
London financial houses that, tempted by the offer of high rates, they 
risked huge sums of English deposit money at short notice for the 
purposes of German capital expenditure. On the contrary, they show 
that the amount of the acceptance credits quoted above was by no 
means excessive for London to have granted to a great country like 
Germany, with a vast import and export trade. It was a business 
that London had done on a large scale for many years with safety, and 
was arranged for the purpose of conducting the essential import and 
export trade of the country. London institutions have, indeed, done 
nothing more in these transactions covered by the Standstill arrange- 
ments than transact their normal business with Germany, which was 
essential for the smooth working of British, and, indeed, the world’s 
commerce. It was the unparalleled world crisis which developed so 
quickly, coupled with Germany’s reparation obligations and abnormal 
non-banking short-term indebtedness, which brought into prominence 
the normal banking credits granted by the London banks and accepting 
houses to their regular German clients. 


Finally, as regards British internal policy, some of the 
chairmen expressed themselves in very guarded terms 
upon the question of tariffs. Thus Sir Christopher Need- 
ham, at the District Bank meeting, said :— 


Hindrances to trade, especially in the form of high protective duties, 
should be removed or greatly modified. If, therefore, we believe, as I 
do, that the prosperity of nations is of necessity based on international 
interchange in commerce, we must recognize that a continuance of 
the present condition of world economic cramp must involve further 
unemployment in all countries and universal distress. In this connec- 
tion we may perhaps ask ourselves whether as a nation we have not 
added to the world’s difficulties by placing restrictions on the free 
flow of our trade with the rest of the world. Yet we cannot lose sight 
of the fact that our trade balance must be adjusted, nor can we be 
oblivious of the need to check the tendency of foreign countries to 
dump their surplus products upon us. But whatever restrictions it 
may be thought necessary to place upon the free entry of goods into 
this country, we must be ready to consider any modifications of our 
policy of to-day in relation to changing world conditions and to keep 
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a lively awareness of the advantages to be gained by a freer interchange 
of the world’s commodities. 


Mr. Goodenough also uttered a warning against an 
extreme tariff policy :— 


Although, for the reasons I have given, a tariff system in Great 
Britain may prove unavoidable for a long time to come, care should be 
exercised in the imposition of duties, and their effects will have to be 
carefully watched, as indiscriminate use of them would do us an 
immeasurable amount of harm. The necessity for avoiding the creation 
of any obstruction in the way of our debtors and our customers dis- 
charging their obligations to us must be borne in mind, and, whenever 
possible, we should exert our full influence in the direction of reciprocal 
action for the removal of trade barriers, so as to stimulate the exchange 
of goods for goods, which is the essence of international trade. The 
size of the population of this country and our dependence upon overseas 
supplies make it essential for our own prosperity to have a large and 
growing export trade. 


Mr. Pease uttered a very striking plea for the removal 
of trade barriers and the restoration of normal intercourse 
between nations :— 

Confined in this vicious circle, and cut off from the possibility of 
normal international trade, nations of the earth have been showing an 
increasing tendency to think of themselves alone, and to aim at an 
impossible state of self-sufficiency ; to be willing indeed to sell to others, 
but by tariffs, restriction of imports, and control of exchange, to render 
it impossible for other nations to sell to them. In such a mad world a 
return of prosperity, the one thing we all want, has, for the time being, 
been made an impossibility, and international trade has been brought 
largely to a standstill. . . . 


If this country, he said— 


has been compelled by force of circumstances to curtail its welcome to 
goods from other countries, I cannot help hoping that our action in 
this respect, which I agree was necessary, may be the means of opening 
the eyes of the world to the desirability of a wider and more hospitable 
range in regard to international trade. Are we not all dependent one 
upon the other? Can we really live alone? 


The chairmen of the three Lancashire banks had, as 
usual, many useful things to say on the state of the cotton 
industry. Their comments upon the current controversy 
centring around the “ more looms to a weaver ”’ question 
and also on the redundancy of existing plant were par- 
ticularly timely—especially the hope expressed by Mr. 
Paton at Martins Bank meeting that : “employers and 
employees would at this critical period come together in 
a resolute effort to save the industry.” In the wider 
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sphere of international affairs, Mr. Paton also pleaded 


for unity :— 

Among the more general, though not in the long run less significant, 
signs of new hope, was the apparent weakening among important 
nations of the intensely nationalistic attitude to which much of the 
world’s present distress was due. Great Britain has suffered grievously 
through its willingness to remain in association with others less ready 
to co-operate in the creation of stable world conditions. Nevertheless, 
some degree of unity of action is still essential, and in this direction 
there was prospect of fairly immediate progress, as is shown by the 
joint action of Scandinavian countries in proposing a close alliance 
among northern European nations. It would be difficult to exaggerate 
the value to Great Britain and the Empire of forming an immediate 
Currency Union with those nations which had departed from the gold 
standard and were prepared to seek stability through definite co- 
operation to this end. 


It is very significant that one at least of the leading 
bank chairmen should have committed himself definitely 


to the idea of a sterling pool. 

A still wider note was struck by Mr. Beckett at the 
conclusion of his address. After alluding to the para- 
mount need for team work in our national affairs, he 
said :— 

But I would go further than that. The year’s events have served 
very definitely to demonstrate an even greater need—for the spirit of 
co-operation to be extended to the wider international sphere. The 
times are critical, and momentous decisions hang in the balance. Are 
the foundations of a world trade revival about to be laid, or is the world 
to be allowed to drift into even worse chaos than exists at present ? 
Let us hope that the statesmen of the nations, whenever and wherever 
assembled, will subordinate national prejudices to the greater issue of 
world progress, and will unite to work for the common weal. Thus and 
thus only will there be born anew that hope and confidence of which the 
world stands in such desperate need, and the weary peoples of the 
earth will be enabled to raise their eyes to the dawn of promise and 


prosperity. 
This is the real lead that British bankers have given 
to the world. 
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Thoughts on Monetary Policy 


I.—PROFESSOR EDWIN CANNAN. 


T is a great mistake to assume that everyone who 

disapproved of the suspension of the gold standard in 

1931 should therefore be in favour of a speedy return 
to gold at some ratio or other. We require to realize 
that the suspension has made gold a very much worse 
standard than it was. Before the suspension many 
institutions and individuals hoped to combine profit 
with liquidity of capital by keeping a large portion of 
their property in the form of claims to currencies of 
countries other than their own, in the belief that these 
currencies were immediately convertible into gold at 
fixed rates. In 1931, without even the excuse of a war, 
the legislatures of several of the most respectable gold- 
standard countries in the world, alarmed by a run on 
institutions against which foreigners possessed large 
claims, enacted that these claims need no longer be met 
in gold, but only in the national currency, about the 
future value of which they made no promise whatever— 
and about which the best that anyone could say was that 
“it would find its own level.” As the ratio between the 
value of these currencies and gold immediately changed 
to the great advantage of those who had “run” and 
exchanged their claims on these currencies into gold or 
still-subsisting gold-standard currencies, those who “‘ got 
out’ before the suspensions have good reason to con- 
gratulate themselves, and those who delayed equally 
good reason to be sorry for themselves. 

“Once bitten, twice shy.”’ After such an event, 
involving hundreds of millions of gold pounds, no con- 
ceivable course can re-establish the old confidence in 
gold-standard currencies for many a long day. Even a 
return to gold at the old ratio to-morrow would not wipe 
out the losses of those who have got out of the currencies 
of the suspending countries since the suspensions—it 
would only exacerbate their vexation. A return to gold 
at a ratio lower than the old would annoy these people 
less, but would be more discouraging to future confidence, 
in that it would always suggest the possibility of a 
further devaluation to a still lower rate. 

$2 
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It follows that “‘ economy of gold ”’ will in any case be 
much less practised by countries on the gold and gold- 
exchange standards than it was before 1931. In some 
of these countries individuals will hoard more of the 
metal in their homes and other places, and, which is of 
more practical importance, central banks will be less 
inclined to regard claims to foreign gold-standard curren- 
cies as equal in security to gold in their own cellars. Thus 
in the gold-standard block, whatever its size, the demand 
for gold will be greater than it was in the same area 
during the years immediately preceding the suspension. 
Whether the demand of the whole world will be greater 
than it was will depend partly on the size of the gold- 
standard block, since we may take it that the countries 
which have suspended the gold standard will continue, 
as at present, to suspend also their demand for gold for 
monetary purposes. This leads inevitably to the para- 
doxical result that the more countries return under 
present conditions to the gold standard, the worse will 
that standard be, because the total demand for gold 
being greater, it will appreciate more rapidly. Devalua- 
tion—return to gold at a lower ratio—will not in the least 
prevent appreciation of the currency from the point to 
which it has been devalued. 

Someone may object that it is better to endure the 
frying-pan of a rapidly appreciating money than to 
jump into the fire of unbridled inflation. That may be 
true, but we have already jumped out of the frying-pan 
and have not landed at once in the fire, and there is no 
need for us to rush into it. Theory and experience agree 
in teaching that it is quite easy to enforce an “ arbitrary ”’ 
maximum for a paper currency, and that the tying down 
of the currency by such a limit secures a stability of the 
price-level at least equal to that secured by the gold 
standard. Theory further suggests that still better 
results could be secured if the maximum were increased 
proportionately when the population increases, and, of 
course, diminished if the population decreased. If 
each of a number of countries adopted this simple mone- 
tary system, it is true they would have nothing which 
would serve as international currency in the way in 
which gold serves among gold-standard countries, and 
therefore their different national currencies would not be 
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linked together like gold-standard currencies, but it is 
altogether unlikely that variations in their mutual 
exchanges would be sufficiently violent to cause much 
difficulty in their international trading. 

Such a system would have an enormous advantage 
over the gold-standard and gold-exchange systems in two 
important respects. First, the immobility of the maxi- 
mum and the consequent immobility of the average 
would discredit those who attribute every economic good 
and evil (especially every evil) to something having been 
done or not done to money, and secondly, the obviousness 
of the impossibility of paying foreigners with the national 
currency would put an end to the scares about a country 
“being drained of its currency’ and the national bank 
“losing its reserves,’ which do incalculable harm in 
modern economic life. Moreover, the system would be 
much superior to any purely “‘ managed ”’ currency system 
under which no limit holds hard-headed business men from 
being now and then driven by feather-brained enthusiasts 
into “‘ cheap money ”’ experiments. 

There is nothing too elaborate or fanciful in the system. 
Owing to the statutory limit of the British fiduciary 
currency, combined with the fact that the Bank of 
England obviously will not increase the non-fiduciary 
or “covered’”’ portion as long as the price of gold is 
above the old par, we have had a currency limited to an 
arbitrary maximum since last September, and the refine- 
ment of increasing this maximum with the increase of 
population could be added by the Bank with the consent 
of the Treasury without requiring the definite sanction 
of Parliament till September 1933, when that could doubt- 
less be easily obtained. 

Some writers have alarmed themselves by imagining 
that if more and more countries go off the gold standard, 
gold will fall in value so much as to create a disastrous 
rise of prices, but they have forgotten that if gold falls 
in value the countries which have abandoned it will 
automatically return to it, and by their return and 
renewed demand for gold, check the fall of gold and rise of 
prices. If these countries resumed their old hoarding 
practices, gold would proceed to appreciate once more, 
and the need would be for renewed protest on the part of 
the advocates of stability against these practices. If 
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the countries turned over a new leaf, it is much more 
likely that they would regulate their demands so as to 
create reasonable stability than that they would reduce 
them to such an extent as to cause violent rise of prices 
to set in. There is certainly no need to lie awake in fear 
of gold becoming too cheap a standard. 


II.—PROFESSOR T. E. GREGORY. 


F I try to summarize how the events of the last few 

months have coloured my own thinking on the subject 

of banking and currency, I am inclined to put most 
stress on the following points : 

Firstly, the strength of the reaction against the gold 
standard in Great Britain. This has its dangers if it leads 
us to suppose that an equal degree of reaction against 
gold is felt in other countries. But, apart from this 
point, which is important when one tries to weigh up 
the chances of international co-operation on the basis of 
sterling, I cannot help feeling that the depth of the 
reaction has been greatly affected by the circumstance 
that the effects of departing from gold have been much 
less unfavourable than were anticipated. Speaking 
personally, I should have expected a much sharper rise 
of prices and, at the same time, a much more pronounced 
bonus to exports and check to imports than has actually 
taken place. Neither the evil nor the good consequences 
to be anticipated from a departure from gold have 
materialized to as marked an extent as one would have 
thought zmevitable with the pound worth only two-thirds 
as much gold as it was four months ago. The “ miracle ”’ 
is explained easily enough by the continued fall in gold 
prices and the existing paper standards over the greater 
part of the raw material producing world. 

Secondly, the persistence of the world depression, 
even in the paper standard area, is a point of great 
importance. The fact is becoming clearer that, though 
the world is now largely off gold, it is mot prepared to 
accept the full logic of the situation. By means of 
exchange controls of the most drastic character, the 
exchange is prevented from falling: imports are kept 
up and exports hampered, and this leads to further 
efforts to “correct’’ the balance by means of tariff 
devices. The psychological element in the currency situation, 
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i.e. the fear that a falling exchange may lead to a stampede 
away from the currency, is clearly an important con- 
sideration in the minds of all central bankers in the 
countries which have been practising exchange control. 
But the net effect is that paper standards, by the restric- 
tions to which they are leading, are doing as much harm 
to world trade as falling gold prices are. 

Thirdly, the emergence of hoarding upon a vast scale 
in France and the U.S.A. is one of the most impressive 
phenomena of the day. The expansion of Central Bank 
liabilities, both in the shape of notes and deposits is, of 
course, a “normal” feature of every financial crisis, 
and the world last summer and autumn had experienced 
an international financial crisis of a most acute kind. 
But I would not have thought it possible that a population 
so accustomed to banking as the American would have 
absorbed some £250 millions (gold) of currency because 
it was afraid of its banks. Moreover, the hoarding of 
currency in France, though much more in consonance 
with traditional French practice, has also taken place on 
an immense scale. It seems to me that note-hoarding on 
the scale of the last twelve months effectively disposes of 
the charge that the supplies of gold accruing to France 
and the U.S.A. have simply been “ sterilized’’ by the 
Central Banks. Sterilized they have been, but by the 
populations—not the banks. 

Fourthly, these practices bring a rise of prices much 
nearer than might be thought, for what is going to happen 
in France and the United States when the notes are 
“ dishoarded ’’? A very sharp rise of prices might occur 
in both countries merely as a result of the return of the 
purchasing power to circulation, without amy further 
increase of credit on the part of the Central Banks. 

The fifth point, which has impressed me, is the com- 
plete refutation of the view that the East would discard 
silver in hoard for the purpose of absorbing more gold. 
Whilst the West has been hoarding, the East has been 
dishoarding, the yellow metal. The pressure on the gold 
price level due to the drain to the East has thus shown 
itself susceptible to modification on a scale which I do 
not think anyone suspected. 

I do not think that the events of the last few months 
have substantially modified my views on banking and 
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currency theory. It has long been known that it is not 
easy to cure a depression by means of cheap money or 
expansion of Central Bank assets : that there is always a 
time-lag involved and that the psychological resistance to 
be overcome is the stronger, the greater the preceding 
boom and the longer the depression. In my view the 
main factor which has impeded recovery in the last 
twelve months has not been Central Bank policy, but 
the quite unusual degree to which international finance 
is dependent upon agreement on matters which lie within 
the province of the politician and not the banker. 

Perhaps the one matter on which my views have 
become clearer is the relation of the International 
Monetary Standard to the general intellectual movement 
of any period. An international gold standard fits in 
best with a world which believes in Internationalism, 
and in the necessity of subordinating local policy to the 
general tide of world events. If I am told that the 
modern world is nationalistic to a degree which makes 
the International Gold Standard impossible, I am not 
sure that I do not agree; but, if I may quote from a 
recent address of mine to the Manchester Statistical 
Society, I would go on to add (though that does not 
dispose of all the problems involved) it may be that the 
gold standard will not work in a world like this, but will 
a world like this work at all? My final impression is that 
the forces undermining gold are also the forces under- 
mining civilization, and that the requirements of an 
International Sterling Standard are still more incom- 
patible than gold ever was with the crudities and follies 
of Economic Nationalism. 


IIJ.—A FRENCH VIEW 


INCE 1928 when the franc was legally stabilized 
Sine annual report of the Bank of France has never 

been anticipated with such interest in France as 
well as abroad as this year. The report read by the 
Governor, M. Moret, at the shareholders’ meeting on 
January 28, has provided the French authorities with 
an opportunity to express an official opinion on the crisis 
and its possible remedies, and also to justify the policy 
pursued by the Bank regarding gold purchases and foreign 
credits. It is from this double point of view that the 
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question is of interest, especially to the British public, 
and we shall therefore dwell at some length upon the 
French thesis and the criticisms raised in London during 
1931. 

. The board of the Bank of France attributes the 
present crisis mainly to the premature suspension of the 
policy of deflation which resulted in the Spring of 1931 in 
a considerable progress towards economic recovery. 
To quote the words of the annual report: “‘ This austere 
and necessary work was far from being completed; 
in order to complete it, it would have been necessary to 
discontinue the abuse of credit which has largely contri- 
buted to the origin and extension of the crisis. In 
addition, there was not on all markets a sufficient reduc- 
tion of bank credits, thanks to the powerful influences 
for maintaining at all costs by an artificial policy of 
cheap and plentiful money, enterprising spirit and the 
inclination for speculation. This tendency has certainly 
increased the troubles which it aimed at attenuating.” 

The authors of the report have added, nevertheless, 
that the universal troubles have been accentuated by 
political uncertainty coupled with a systematic pessimism. 
It adds that ‘‘ at a time when economic activity is based 
upon credit, the respect for engagements is the first 
condition for maintaining confidence.’’ In using the 
term “‘ engagements’ the board of the Bank of France 
obviously alluded to reparations liabilities. 

Before confronting this official thesis with facts and 
with other contradictory theories, we would like to 
point out the changes, caused by the international 
situation during the year, in the main items of the 
position of the Banque de France, with special regard to 
its figures on the eve of the suspension of the gold standard 
in Great Britain. 


December September December February 
24,1930. II,193I. 24,1931. 5, 1932. 





Francs milliards 


Gold reserve -- §53°5 58°5 68-5 72°5 
Foreign exchanges 26°1 26°6 22°9 17*I 
Note circulation .. 76-1 78-2 83°5 84°4 
Deposits and current 


accounts ‘“* 18-6 27°3 29°1 267 
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The increase of 15 milliards between December 24, 
1930, and December 24, 1931, in the gold reserve is 
attributed by the report to the considerable influx of 
foreign capital and the repatriation of French funds from 
abroad. It is necessary to emphasize that the first cause 
was decidedly predominant until the autumn of 1931, 
and that the Bank of France could only display a passive 
attitude in face of this influx of foreign funds which have 
taken refuge in the Paris~market for considerations of 
security. Asis shown by the above table, it was some time 
before the British suspension of the gold standard that 
French gold imports had begun to expand through the 
repatriation of private bank balances, and through the 
conversion of the Bank of France’s balances threatened 
by depreciation. 

It is also necessary to point out that on September 11, 
1931, the Bank of France possessed practically the same 
amount of foreign exchange as two years earlier, and that 
the moderate arbitrage operations of selling sterling 
against dollars which it has carried on since 1929 in order 
to obtain a more equal distribution of its risks, have been 
completely interrupted since May 1931. The sterling 
holdings of the Bank of France have thus been stabilized 
voluntarily at over {£62,000,000, on which the bank 
suffered a loss of 3,342,000,000 francs. It is, perhaps, 
relevant to recall that on August I, 1931, the French 
bank officials had to grant the Bank of England 
3,100,000,000 francs until February 1, 1932, and that a 
few weeks later it granted the British Treasury an addi- 
tional support of 5 milliard francs; even in the eleventh 
hour it suggested a third Franco-American loan which 
the Federal Reserve Bank of New York considered 
inexpedient. 

Between September I1, 1931, and February 2, 1932, 
the gold reserve of the Bank of France has increased in 
five months by 40 milliard francs, and the foreign balances 
declined suddenly by nearly 10 milliard francs as a result 
of their conversion into gold. Such a liquidation of the 
French foreign exchange reserve, accompanied by a 
similar movement carried out by other European central 
banks, estimated at about 15 milliard francs, necessarily 
provoked a severe credit deflation all over the world. 
Thus, European countries have cancelled some 25 milliards 
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of francs equal to 1 milliard dollars of foreign balances 
(excessive funds according to the French, international 
working capital in the British opinion), while the Federal 
Reserve System underwent a contraction of credit by 
about 2 milliard dollars, and at the same time hoarding 
attained considerable proportions in the United States 
(nearly 1} milliard dollars) as well as in France, Switzer- 
land, Belgium and other creditor countries (about 
$1,000,000 in bar gold and notes). The central banks 
have thus been deprived, according to their nationals, 
either of a considerable part of the basis of credit, or of an 
effective circulation of means of payment. At the same 
time, the London market has been able to acquire since 
October about £30,000,000 (at gold parity), and will 
absorb probably quite as much in the course of the next 
few months. Nevertheless, these purchases, obtained 
through the reflux of substantial capital lent abroad, 
have only been sufficient to serve the purpose of repaying 
the advances granted for the defence of sterling. The 
first advance of £50,000,000 has already been paid off 
on February I, 1932, but {80,000,000 of Treasury bills 
will fall due in August next. It is only after the repay- 
ment of this amount that the London market may be 
able to resume the working of its admirable mechanism 
of credit distribution. 

We arrive now at the chief criticism which our 
English friends have raised against the Paris market 
since 1929. It is asked, how is it that with her compara- 
tively privileged economic situation, with her unprece- 
dented accumulation of gold reserves, and her enormous 
foreign exchange reserve acquired through the circum- 
stances of her stabilization, France is not in a position to 
redistribute in Europe the credits needed for production 
and consumption, the gold basis of which she has 
absorbed. How long is France going to allow other 
countries to drain themselves gradually of their reserves 
for the sake of placing the world on a sound basis? 
Does she not understand that her policy at the time 
when London is temporarily paralysed and the United 
States is suffering from a crisis, intensifies excessively a 
deflation which threatens to undermine the basis of the 
gold standard, of which France proclaims herself to be 
the most ardent defender? 
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For those who are not overcome by an excessive 
national amour propre, these questions deserve con- 
sideration. They do not, however, stand an impartial 
examination of the facts. In the first place, a decline of 
nearly 40 per cent. in the price level annuls in part the 
effect of the deflation. Those who are accusing the Bank 
of France appear to ignore the fundamental causes of 
the crisis and the process of its development. In repre- 
senting the situation in the simple form of prosperity in 
France accompanied by passive monetary policy of her 
authorities, foreign opinion is misled as to the tragic 
paradox of the present period. It should not be for- 
gotten that since last year the French balance of trade 
shows a deficit of 1 milliard francs per month, and that 
neither receipts from tourist traffic nor receipts from 
foreign investments have been substantial. In spite of 
its imperfections and of its proverbial prudence, the 
Paris market has nevertheless lent go milliard francs 
abroad, of which about 6 milliard represented direct 
advances granted by the Bank of France to other central 
banks in difficulties. The French balance of payments 
must have shown, therefore, a deficit since last year, and 
the French gold imports cannot, therefore, be explained 
otherwise than by the fact that amidst the present crisis 
the amounts lent are returned to the lender because 
they take flight almost immediately from the countries 
which are supposed to benefit by them. Germany and 
Hungary are typical examples in this respect. The 
situation can be summed up in the following way: the 
traditional international bankers, such as Great Britain, 
are not in a position at present to lend, while the new 
world bankers, such as the United States and especially 
France, either do not want to lend any more, or lend in 
vain because the potential borrowers are insolvent, or 
because the borrowing nations re-export the borrowed 
capital to its countries of origin, being afraid of investing 
it in the countries in difficulties. 

In reality, the only point in respect of which France is 
responsible for the crisis is not of recent origin, any more 
than the responsibility of Great Britain and the United 
States. It is the result of the postponement of legal 
stabilization which has brought about the creation of 
a huge foreign exchange xeserve; under the pressure of 
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speculation carried on in great part in the London 
market this foreign exchange reserve was increased to 
45 milliard francs. It had no real basis nor economic 
justification, at least as far as it did not correspond to 
repatriation of French funds exported during the period 
of inflation. The liquidation of this enormous floating 
capital was necessarily a severe problem of deflation. 
This was not facilitated by the British monetary policy 
which, since 1929, has aimed at maintaining at all costs 
the considerable volume of financing by the City. 

Undoubtedly this liquidation would have been easier, 
and would not have assumed to such an extent the form 
of converting foreign exchanges into gold, had the tech- 
nical development of Paris as to acceptance credits and 
foreign investments been more rapid. As to this, the 
experience of the New York market has proved that the 
organization of a financial market and its adaptation to 
international requirements is a long process, and even 
the coincidence of favourable circumstances cannot pre- 
cipitate it. In this respect long experience is indis- 
pensable. For this reason we believe, as was stated in 
the November issue of THE BANKER, the normal activity 
of the London market is one of the essential conditions of 
the much desired international economic recovery. 
London is the only market which possesses the mechan- 
ism for the international distribution of credit as well 
as a Bank of Issue which is a central bank in the real 
sense of the term. For this reason it is gratifying from 
an international point of view that the London market 
is freeing itself rapidly from its indebtedness thanks to 
a flow of capital towards that market which may thus 
reconstitute its old reserves. As for the so-called passivity 
of the Paris market, it will prove to be justified sooner or 
later because it will enable other countries to resume 
normal economic activity on a sounder and more 
moderate basis. 
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The Future of the London Bullion 
Market 


By Paul Einzig 


N an article appearing in the November issue of THE 

BANKER we tried to indicate the effect of the changes 

brought about by the suspension of the gold standard 
upon the position of the London foreign exchange market. 
In the January issue we described the changes in the 
position of London’s discount market, and attempted to 
indicate the course of its future development. The scope 
of the present article is to deal with another aspect of 
London’s future as a banking centre; it attempts to 
forecast the effect of the changed situation upon the 
London bullion market. 

As far as the gold market is concerned the immediate 
effect of the change was to increase rather than reduce 
activity. South African gold continues to be shipped to 
London, while the market has received in addition large 
shipments from India, which have kept bullion brokers 
and refiners extremely busy during the last few months. 
It is true that they are the result of exceptional circum- 
stances, such as the coincidence of an appreciation of 
gold in terms of rupees with economic depression and 
political uncertainty in India. It is impossible to foresee 
how long these factors will operate, but it seems probable 
that the outward stream of gold from India will continue 
for some time, even though not necessarily on the same 
scale as during the last few months. This, together with 
the continued arrival of South African gold and occasional 
supplies from other sources, is likely to keep the London 
market active in spite of the suspension of the gold 
standard. Although the Bank of England has ceased 
to pay out gold, the supplies available in the open market 
have been, and are likely to remain, of sufficient import- 
ance to secure for London a leading position among the 
world’s gold markets. 

The question is whether any other centre would 
attempt to establish a rival market for free dealings in 
gold. As far as New York is concerned this is out of the 
question. So long as the buying and selling prices for 
gold of the Federal Reserve Bank are identical, there is 
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no scope for a free gold market. Moreover, the trend of 
gold movements points towards a continued efflux of 
gold from New York, which centre is not likely to attract 
new supplies for some time to come. 

It has been suggested that Paris may possibly take 
advantage of the suspension of the gold standard in 
Great Britain for capturing London’s position as the 
leading open market in gold. There exists, in fact, in 
Paris a very active retail gold market. As the French 
public does not altogether trust the stability of the franc, 
it is prepared to pay considerable premiums for gold. 
In theory there is no difficulty in obtaining any amount 
at the official selling price of 16,963 francs per kilo from 
the Bank of France. The difficulty is that the minimum 
gold paid out by the bank is 215,000 francs, which is in 
excess of the means of most of those desirous of hoarding 
gold. Moreover, banks are reluctant to antagonize the 
Bank of France by withdrawing gold, and private in- 
dividuals who approach the bank for that purpose are 
usually “‘ dissuaded” without being actually refused. 
Thus, although in theory gold is available at par, in 
practice the difficulties of obtaining the desired quantities 
at par have led to the development of an active private 
market where the metal commands a high premium. 
Foreign coins are the favourite means of hoarding, but 
bars are also being sold by goldsmiths and small private 
banks, who cut the original bars into small pieces so as to 
be able to meet the requirements of those desirous of 
hoarding small amounts. 

This retail trade in gold obviously does not provide an 
adequate basis for the establishment of an international 
gold market. In order to be able to create such a market 
it would be necessary to divert to Paris a great part of 
the gold now marketed in London. As far as the South 
African gold is concerned, the regularity of the shipping 
service between Cape Town and London secures the 
continuity of the supply. As the agreement between the 
gold-producing interests and the Union Castle line is 
renewable every twelve months, there is no likelihood 
of any change in this respect at least until the end of this 
year. There is, moreover, no advantage whatever for 
South African interests to transfer the gold market from 
London to Paris. Thanks to its geographical position, 
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and its technical organization, London is much more 
suitable to serve as a market than Paris. For the same 
reason Indian gold is likely to continue to be shipped to 
London apart from small consignments landed at 
Marseilles. Moreover, in the case of Indian gold the lack 
of adequate refining facilities would also make it difficult 
to divert the supplies to Paris. The scheme for the 
establishment of a big refinery through the pooling of the 
existing unimportant facilities under the auspices of the 
Comptoir Lyon-Alemand has fallen through, as a result 
of the failure of that firm. London thus continues to be 
the only centre where gold can be refined on a large 
scale. 

Thus for some time to come there is no need to fear 
that London will lose her supremacy as a gold market. 
The same may be said to hold good also as regards her 
silver market. Through her unequalled connections with 
China and India, London occupies a unique position 
which has not been affected by the suspension of the gold 
standard. Not very long ago an attempt was made to 
establish a rival market in New York, but experience has 
shown that this market has been largely used for specula- 
tive purposes, while London has remained the leading 
centre for genuine business transactions in silver. 

Whether or not the movement aiming at the re- 
monetization of silver succeeds, it is certain that the 
tendency towards its complete demonetization has suffered 
a lasting reverse. There is every likelihood that within 
the next few years we shall witness a strong demand for 
silver on the part of a number of governments for token 
money requirements. At the same time, several large 
holders of silver are likely to continue their efforts to 
unload their stocks. Experience has shown that London 
is the only market where such large transactions can be 
carried out without affecting materially the price of 
silver. For this reason it seems probable that activity 
in the London silver market is likely to increase rather 
than decrease in the future. 

From a banking point of view the favourable prospects 
of the London gold market and silver market are not 
without importance. Although bullion brokers, refiners 
and shipping agents are the interests primarily concerned, 
the amount of activity provided for the banks by the 
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bullion market is by no means negligible. The covering 
of bullion transactions in the foreign exchange market 
is in itself an important source of activity for London 
banks. In addition, many foreign firms interested in 
bullion dealings have to keep an account in London. 
Hoarding of bullion has lately provided a certain amount 
of activity for banks, though in this respect London 
compares unfavourably with Paris, Amsterdam, and 
Switzerland, where practically all safe accommodation 
available has become engaged lately for hoarding purposes. 
From the point of view of prestige, the maintenance of 
London’s position as the leading bullion market is very 
important. It will undoubtedly be helpful in the main- 
tenance of London’s lead as an international banking 
centre. 
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British Banking Inquiries 
By R. D. Richards, Ph.D. 


VI.—TuHE Banks oF IssuE INQUIRY OF 1875 


EARLY twelve years were to pass away after the 
IN pabtication of the Report of the Select Committee 

of 1858 before the Government once more decided 
to set up a Select Committee to inquire into the affairs 
of the banks of issue—the historic committee of 1875, 
which was to conduct what proved to be the last inquiry 
into the affairs of English, Scottish and Irish banks of 
issue. In the meantime the important question of limited 
liability had been dealt with in the “ Act to enable Joint 
Stock Banking Companies to be formed on the Principle 
of Limited Liability’ of 1858, and in the Companies 
Act of 1862. 

The Select Committee of 1875 belongs to the second 
Disraeli administration. It was appointed on April 13 
“to consider and report upon the restrictions imposed 
and the privileges conferred by law on bankers authorized 
to make and issue notes in England, Scotland and Ire- 
land, respectively.” It conducted its inquiry under the 
chairmanship of the Chancellor of the Exchequer (Sir 
Stafford Northcote, afterwards Earl of Iddesleigh) from 
April 19 to July 22, when its report was presented to 
Parliament, and among its twenty-one members were 
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Sir Graham Montgomery, Sir John Lubbock,G. J. Goschen, 
H. Campbell-Bannerman, and A. J. Balfour. Twenty- 
five witnesses were examined, and these included 
E. Horsley Palmer and Kirkman D. Hodgson of the 
Bank of England directorate ; David Davidson, treasurer 
of the Bank of Scotland; Peter du Bedat, secretary of 
the Bank of Ireland; and those outstanding writers on 
banks and banking, George Rae, chairman of the North 
and South Wales Bank and deputy chairman of the 
Association of Country Bankers, author of that well- 
known classic, The Country Banker ; R. H. Inglis Palgrave 
of Gurney’s Bank, Yarmouth, writer of the interesting 
article entitled ‘“‘ Banks and Banking ’”’ in the eleventh 
edition of the Encyclopedia Britannica; and Walter 
Bagehot, editor of the Economist, and author of that 
other well-known classic, Lombard Street, who at the 
time of the inquiry was a director of Stuckey’s, the famous 
West Country bank. 

The twenty-five witnesses were asked 8,246 questions, 
and as a result the Minutes of Evidence are of an 
exhaustive nature. In addition, there are eighteen 
appendices which contain much valuable material relating 
to English, Scottish, and Irish banking. Indeed, owing 
to the vast amount of evidence collected the committee 
was, unfortunately, unable to prepare its conclusions 
before the end of the parliamentary session, and as a 
result the Report consists of only four lines, which present 
the Minutes of Evidence to the House and recommend 
the re-appointment of the committee in the following 
session. 

The appointment of the 1875 Committee was to some 
extent due to the action of certain Scottish banks in 
establishing branch offices in London. Part of the 
inquiry was therefore devoted to the privileges of these 
banks, particularly with reference to the issue of £1 notes, 
which in turn led to the much wider question of the 
abolition of all local note issues. Rae, Bagehot, and 
Palgrave strongly objected to the abolition of the provin- 
cial notes and to a proposed centralization of issues. Rae, 
as chairman of the powerful North and South Wales 
Bank, with its headquarters in Liverpool, and its forty- 
one branches in Wales and the border counties, had 
excellent opportunities for studying the effects of the 
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provincial note circulation. He told the committee that 
the only issuing bank that Liverpool had ever possessed 
was the branch of the Bank of England, because all the 
joint-stock banks, ‘“‘ although they had the choice of 
issue,’ preferred making arrangements to circulate Bank 
of England notes. The North and South Wales Bank 
issued its notes in twenty-one of its branches, and each 
note, wherever issued, was payable in gold in forty-three 
towns—in Liverpool at their head office, in London at 
their agent’s bank, and at their forty-one branches. 
Their maximum issue authorized under the Act of 1844 
was £63,951, but during the previous ten years their 
average issue amounted to £58,082. He had sent a 
questionnaire to twenty-three of their branches with 
reference to the popularity of their notes as compared 
with the popularity of Bank of England notes. To the 
second question: ‘‘ At your fairs and markets which 
would have the preference amongst farmers, graziers 
and other sellers of stock, our notes or those of the Bank 
of England?” Twenty branches answered: ‘ Our 
Notes,’”” one “‘ No Preference,” and two that Bank of 
England notes would be preferred. This preference for 
the notes of the North and South Wales Bank was to a 
great extent due to the fact that the Bank of England 
notes could only be cashed at the Bank of England 
branch which had issued them, while even in the towns 
which possessed a branch of the Bank of England and of 
the North and South Wales Bank, the former did not 
give gold in exchange for Bank of England notes “‘ in any 
amount as a matter of course and without charge.” For 
these reasons Rae thought that the issues of the country 
banks should not be interfered with. Bagehot was of 
opinion that it would be “a great misfortune ” if the 
provincial notes were absorbed into a national system of 
issue, and would give the note-issuing banks an unlimited 
right of issue upon the deposit of adequate securities. 
Palgrave was equally emphatic with reference to the 
retention of the provincial note issues. He thought that 
the power of issue strengthened the position of a banker 
and enabled him to offer more advantageous terms to the 
public. The provincial note issues were discussed from 
every viewpoint, and most of the other witnesses were 
strongly in favour of their retention. 
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A great part of the 1875 Minutes of Evidence relates 
to the general opposition of the English bankers to the 
branches of the Scottish and Irish banks, particularly the 
former, established in England, and to the legal position 
of these branches. The Metropolitan area had been 
invaded by both Scottish and Irish banks. In 1854 the 
National Bank of Ireland, which in 1856 was styled the 
National Bank, established its head office in this exclusive 
area, and shortly afterwards possessed six London 
branches. Ten years later the first of the Scottish 
invaders—the National Bank of Scotland—opened a 
branch office in London. This was followed in 1867 by a 
branch of the Royal Bank of Scotland, which was set up 
under the authority of a private Act of Parliament, while 
in 1874 the Clydesdale Bank penetrated into Cumberland 
and set up branches in Carlisle, Workington and White- 
haven. The legal authorities who appeared before the 
committee could not agree about the legality of these 
invasions. Fitzjames Stephen, a well-known Queen’s 
Counsel of the day, was of opinion that no Scottish or 
Irish joint-stock bank of issue could carry on business 
in any part of England. Sir Henry Thring, on the other 
hand, thought that “‘ there did not appear to be any legal 
prohibition ’’ against the Clydesdale Bank or any other 
Scottish bank of issue establishing a branch outside a 
sixty-five mile radius from London, but with the excep- 
tion of the branch of the Royal Bank of Scotland, all 
other branches of Scottish banks of issue in London were 
illegal. A bill, introduced by Goschen, to prevent the 
Scottish banks—the Irish banks were considered to be 
too firmly entrenched—settling in London, though 
strongly supported by the Metropolitan bankers, was 
rejected at the second reading on March 17, 1875. 

The affairs of the Bank of England received consider- 
able attention from the committee. Its legal privileges 
were carefully analysed by Sir Henry Thring, and Palmer 
gave some interesting figures with reference to its note 
circulation. He stated that the total authorized maxi- 
mum note issues of the English private and joint-stock 
banks of issue had dropped from £8,648,853 in 1844 to 
£6,624,163 in 1874. The Bank, however, though entitled 
under the Bank Charter Act to add two-thirds of the 
difference to its fiduciary total, had only made an addition 
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of £1,000,000, but as in 1844 the provincial note circula- 
tion of the Bank amounted to £6,500,000, and the issues 
of the other English note-issuing banks to £8,170,000, 
and in 1874 the totals were {10,164,000 and £4,960,000, 
respectively, the Bank “ had entirely supplemented the 
lapsed provincial issues and rather more.”’ 

Of the numerous other topics discussed by the com- 
mittee the proposed re-issue of ‘‘ small ’’ notes in England 
is perhaps the most interesting. English notes of a lower 
denomination than £5 were, it will be recalled, abolished 
under an Act of 1826, because it was thought that they 
tended to encourage speculation and to enhance prices. 
Palmer and Hodgson stated that there was a “ strong 
feeling’ in the Bank of England against any increase 
of the Bank’s circulation by means ofa “‘ supplemental 
issue of {1 notes.’’ Most of the other witnesses were not 
in favour of the re-introduction of ‘‘ small” notes, and 
among the objections advanced were the danger of such 
notes in a panic and the temptation to forgery. Among 
the objectors were Rae and Palgrave, but Bagehot was 
of opinion that issues of “‘ secured’”’ £1 notes would, in 
the long run, “‘ work well.” 


Matters of Law 
By our Legal Correspondent 

S we go to press with this number the House of 
Aes has under its consideration the final stage of 
that most interesting and sensational case—Banco 

de Portugal v. Waterlow and Sons, Limited. Just as in the 
Court of Appeal, so in the ultimate tribunal, consideration 
is concentrated on the apparently plain question : 
“What are the proper damages?” Indeed, the appeals 
to the House of Lords came from both disputants solely 
on this question, which, as we stated from the first, was 
the only real question for legal discussion, for Messrs. 
Waterlows’ liability for their unfortunate mistake was 
only too obvious. The lawyers inevitably reap a rich 
harvest from such a litigation—a team of four counsel 
on each side. With the Lord Chancellor as president, a 
strong body of five peers is hearing the appeals, and about 
1,600 printed pages contain the record of proceedings and 
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judgments and copy documents in the Courts below. It is 
most unlikely that the decision will be given for some 
time as the House is bound to take time for further 
consideration after all arguments are concluded. Pend- 
ing the time when we can analyse that decision it is 
useful to recall shortly how the issues as to damages 
present themselves and to gather into convenient com- 
pass the actual position challenged by the appeal entered 
by each of the parties. 

The facts creating the problem are plain enough in 
their outline. The Banco de Portugal is the banker for 
the Portuguese Government. The note currency is an 
inconvertible currency ; the issue of notes is in the hands 
of the Banco de Portugal, and at the material dates 
Messrs. Waterlow and Sons, Ltd., were the printers for 
the bank of their notes from specially prepared plates. 
In 1925 a large number of notes bearing the portrait of 
Vasco da Gama were printed from the bank’s plates and 
delivered to an unauthorized Dutchman, named Marang, 
who, with his criminal associates, arranged for the 
circulation of these unauthorized notes, which soon were 
circulating freely mixed up with the bank’s properly 
authorized issues. 

The bank, in December 1925, in order to protect the 
national credit, felt forced to withdraw the whole issue 
without distinguishing the true and false and to give 
valid notes in exchange, and continued to do so until 
December 26, the date limit which the bank had fixed 
for exchange of all notes of the issue for fresh notes. 

The case began therefore by a claim of the bank 
against Waterlow and Sons for damages for their un- 
authorized printing of the notes and their delivery to 
Marang. Liability of the printers being established, the 
whole question is the amount of damages. In dealing 
with the earlier stages of the case we have discussed the 
detailed arguments put forward and these are being 
repeated in the House of Lords, who have to determine 
first, the principle on which the measure of damages 
rests, and, secondly, the quantum. In other words, what 
is the loss sustained by the bank which can be said to 
result directly, naturally and in the ordinary course from 
the error made by Messrs. Waterlow and Sons? 

Two extreme views are first put forward. The bank 
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have claimed all along the full market value of all valid 
notes exchanged for currency up to the limit date, 
December 26. No judge out of the four judges whose 
decisions have already been given (i.e. Mr. Justice 
Wright, the trial judge, and Lords Justices Scrutton, Greer 
and Slesser, in the Court of Appeal) has been in favour 
of that view. The other extreme contention on behalf of 
Messrs. Waterlows is a denial that the damages can be 
assessed by reference to the face value or market value 
of the substituted notes, but at the most only the cost 
of printing and replacement of genuine notes exchanged. 
For the notes being inconvertible into gold, the bank lost 
nothing beyond replacement value of the paper as paper. 
So far one judge only has taken that view, namely, Lord 
Justice Scrutton, in a dissentient judgment in the Court 
of Appeal. As regards the other three judges, who take 
the replacement notes at market value, notwithstanding 
their inconvertibility, the differences arise from a careful 
study of the complicated evidence in the case directed 
to the point as to what date ought to be fixed as the date 
when the bank ought in all the circumstances to be taken 
to have been able, had they acted reasonably, to dis- 
tinguish false from true notes. Mr. Justice Wright fixed 
that date at December 16 and assessed the damages at 
£569,421. The Court of Appeal, by a majority (Greer 
and Slesser L.JJ.), reduced that figure to a round sum of 
£300,000, apparently taking the same principle as Mr. 
Justice Wright, but fixing the crucial date at December g. 
This via media taken by the Court of Appeal has 
satisfied neither party. Messrs. Waterlow and Sons ask 
the House of Lords to support Lord Justice Scrutton’s 
judgment. They contend it was unreasonable of the 
bank to withdraw the whole issue and exchange valid 
notes both for true and false notes; that such an act was 
a voluntary act on their part, and if any real loss occurred 
to them by such withdrawal it was not a natural and 
probable consequence of Messrs. Waterlow’s unauthorized 
printing of the notes; and that any loss at all could only 
be calculated at replacement value of good notes. The 
bank, on the other hand, point out that once the crisis 
was created by the circulation of so large a quantity of 
false notes the step they took was such a proper and 
essential step to preserve their credit and the national 
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credit that in the peculiar circumstances as between a 
government issue bank and their printers it was the 
natural and reasonable consequence of the acts of the 
printers. Even if some date is to be fixed at which they 
ought to be deemed able to distinguish between false and 
true notes so as to limit their exchange to the false they 
contend that at least December 16, as fixed by Mr. Jus- 
tice Wright, is a sounder view than that of December 9, 
the date fixed by the Court of Appeal majority. 
And even on the Court of Appeal date basis the bank 
contends that the reduced figure of £300,000 was not 
warranted on the facts and was a mere “ rule of thumb ” 
calculation. 

As to the inconvertibility point the bank’s counsel 
urge strongly that the market value of currency notes 
does not depend on their convertibility into gold. Note 
for instance, that to-day the Bank of England is tem- 
porarily in the same position as regards inconvertibility. 
As we have previously pointed out in these pages, the 
opinions of Mr. Justice Wright and two of the Lords 
Justices appear the more reasonable. Currency paper 
has a market value, even if it be inconvertible into gold. 
It can buy sterling or dollars or other foreign money at 
its market rate. In a case such as this it is most interest- 
ing (although perhaps unwise) to attempt to anticipate 
what view will be taken by the five members of the House 
of Lords tribunal. It is difficult, however, to see how 
they can adopt either of the extreme views of the con- 
testants. In any event, their decision is bound to reveal 
most valuable dicta as to the measure of damages and 
the principles underlying that most difficult subject. 

It is very rarely that circumstances arise where a 
banker is sued in libel for words written on a dishonoured 
cheque, but a case recently has been under consideration 
as to the operation of the law of libel in regard to “ Refer 
to drawer ’’ or “ R.D.” on a returned cheque. Of all the 
reasons given for not meeting a cheque (otherwise than a 
note for correction of indorsement) this form of reply is 
the least open to objection—less so, for instance, than 
“No assets.’’ The point in question has been but cur- 
sorily dealt with in the Courts for obvious reasons, that 
is to say, in the general case the drawer whose cheque is 
wrongly dishonoured has his remedy in contract, and 
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although libel has been added as an alternative claim, it 
has generally been found sufficient to rest on the well- 
known claim for breach of contract. In the case we refer 
to, however, the words ‘“‘ Refer to drawer’ were put 
on the cheque of a customer who had cashed a cheque 
at his club. It was an unfortunate error on the part of 
the bank due to two customers of the same name being 
confused. The customer was not a trader and could not 
allege any special damage due to the dishonour itself. 
But he alleged that the secretary of the club had reported 
the matter to the committee and he was “ on the carpet ” 
for a ‘‘dud”’ cheque. He alleged therefore defamation 
of character and threatened a suit for libel. Now it is 
clear that in such an action, if it were maintainable, 
the damages would be at large, and no special damage 
need be proved. It was obviously a case which the 
bank would settle properly and handsomely set matters 
right. At the same time, counsel’s opinion was sought 
as to this interesting danger of libel super-added to 
contractual obligation by the placing of the words on 
the cheque. The effect of that opinion was that the words 
were capable of a defamatory meaning on proper proof 
that such words by reasonable folk are taken to mean 
that the drawer of the cheque has no funds sufficient to 
meet it. 

This appears to be in conflict with the dictum of 
the judge in Flack v. London and South-Western Bank 
(1915-31 Times Law Report), which was an unusual case 
in which Mr. Justice Scrutton (now Lord Justice) held 
that the words “‘ Refer to drawer ” on a cheque returned 
to the holder were not capable of a defamatory mean- 
ing as against the drawer of the cheque. The circum- 
stances of the case were peculiar, the plaintiff being 
a newsagent with a German name who suffered by having 
her cheque to wholesale newspaper sellers returned. The 
judge found that the bank were protected by the mora- 
torium and were justified in refusing to honour the cheque. 
Hence the words “‘ Refer to drawer ’’ were really proper 
words to use because, by reason of the moratorium, there 
was not a sufficient available balance. It followed that, 
even if the true meaning of the words were that there was 
not sufficient money to pay the cheque, they were true. 
And in civil proceedings for libel truth is a complete 
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defence. But Mr. Justice Scrutton went further and 
held that those well-known words were in any case not 
capable of a defamatory meaning; they meant, in his 
opinion, no more than a statement by the bank to the 
effect ‘“‘ we are not paying, go back to the drawer and ask 
why,” or else, “‘ go back to the drawer and ask him to 
pay.” The judgment on this latter point is not, in our 
opinion, of unimpeachable standing; for the particular 
circumstances of the case led to a judgment that was right. 
But it is quite likely, on proper evidence, that a jury would 
find that the letters “‘ R.D.” or the words “ Refer to 
drawer’’ meant that the drawer of the cheque was 
acting improperly or was insolvent and that the words 
reflected on his reputation as affixed to a cheque which 
was returned to the holder. 


Bank for International Settlements 


HE February Board Meeting of the B.I.S. has 
attracted more than usual interest owing to the 
present rather excited state of political feeling 
regarding Reparations. It is perhaps inevitable that in 
times like these the sensationalist press should be con- 
stantly on the look-out for details which may be magnified 
into international ‘“‘ incidents.”’ Thus, when after the 
January meeting it was announced that the B.I.S. had 
agreed to renew the credit to the Reichsbank on condition 
that the other participants in the credit were also pre- 
pared to renew, the announcement was immediately 
pounced upon as evidence of excessive French influence 
in the B.I.S. and of a belief on the part of the B.I.S. that 
the Bank of France was not likely to renew its own 
participation. In actual fact, as has already been pointed 
out, this phrase regarding the consent of the other partici- 
pants was precisely the same phrase as had been used at 
every previous renewal of any of the credits for which the 
B.I.S. is responsible. Moreover, what is perhaps more 
important, it did not in the least follow that the B.L.S. 
would not have renewed its share if the Bank of France 
had refused to do so. The question would then have 


ieee 


a 
ee 


INTERNATIONAL BANK 247 


come up again for decision by the Board and been decided 
by a majority vote. 

Then again, when the credit had, in fact, been renewed 
and it was learnt that the Bank of France had insisted 
upon having an undertaking from the German Govern- 
ment that it would not in any way interfere with the 
carrying out of the terms of the agreement with the 
Reichsbank, this was generally interpreted as reflecting 
extreme nervousness on the part of the French. Yet, 
in this instance also, the provision which has attracted 
so much attention is one which has been included in the 
case of every other credit granted, either by the B.I.S. 
or by the Bank of France, during the past few months. 
It is, after all, only an elementary precaution, when 
entering into an agreement with a central bank, to 
request that bank to obtain from its own government 
unconditional permission to carry out in full the terms of 
the contract which it is making. The original omission 
of this clause from the Reichsbank credit was due partly 
to the fact that the arrangements for the credit were 
made at very short notice, and more particularly to the 
fact that the first credit was only granted for three weeks 
and was not then expected to be required for very long. 
Subsequently, as is well known, Germany’s difficulties 
with her foreign creditors, difficulties which were met 
by what is generally known as the Standstill agreement, 
made it evident that the credits would have to be main- 
tained for some time. 

It will be remembered that when the Standstill agree- 
ment was first entered into in August last, no specific 
undertaking was given by the central banks responsible 
for the Reichsbank credit as to its maintenance during 
the term of the Standstill agreement, but it was under- 
stood that these banks were, in principle, agreed to 
maintaining their credits provided there were no funda- 
mental change in the German situation. This original 
agreement being due to expire on February 29, a new 
agreement was made as a result of nearly two months’ 
negotiations, in which it was specifically laid down that 
the agreement was only valid so long as the central 
bank credits were maintained. This clause naturally 
places the central banks concerned under a rather grave 
responsibility ; it is, however, not so serious as might at 
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first sight appear since there is another clause in the 
agreement which provides for the formation of a standing 
committee, representing the creditor banks, whose exist- 
ence would greatly facilitate any negotiations and so 
make it possible for the central banks to revise the terms 
of their credits to the Reichsbank without wrecking the 
whole Standstill agreement. In this connection it ought 
perhaps to be pointed out that this standing committee 
is quite distinct and separate from the committee of three 
arbitrators who, as in the case of the first agreement, are 
to be nominated by the B.I.S. for the purpose of settling 
any disputes. 

Another subject upon which a certain misunderstand- 
ing has arisen in some quarters is that of the relations of 
the B.I.S. to South America. It was reported after the 
Board meeting that the Board had taken note of the 
resolutions adopted by the conference of the South 
American Central Banks held at Lima, and this announce- 
ment has been interpreted in some quarters as an indica- 
tion that the B.I.S. intends to extend its activities to 
South America. This, of course, is not the case, and for 
the time being, at any rate, it may be assumed that the 
interest of the B.I.S. in South America is academic 
rather than practical. 

In conclusion, attention must be drawn to the small 
but welcome increase in the deposits received by the 
B.1.S. from central banks for their own account. This 
increase is to be welcomed not so much as a sign of 
returning confidence in the B.I.S., but rather as evidence 
of, at any rate, a temporary cessation of the scramble for 
gold by the central banks. 

Then again, it may be assumed that the position has 
also been helped by the fact that the central banks which 
had exhausted their resources in attempting to maintain 
the gold standard, have since again been able to repur- 
chase foreign currencies. For both these reasons, then, 
the increase in central bank funds with the B.I.S. can be 
regarded as a small but hopeful sign of a return to sanity 
in the handling of international payments. 
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American Banking Conditions 


(By a Correspondent) 


HE principal developments bearing upon the bank- 

ing situation in the United States during the past 

month have been, firstly, the continued deflation 
of bank credit and a renewed wave of popular currency 
hoarding; and, secondly, the initiation of determined 
steps on the part of the Government and the Federal 
Reserve System to combat both these destructive in- 
fluences. 

The Reconstruction Finance Corporation Act was 
passed by Congress on January 22, and the relief agency 
set up under it is already beginning to function under 
the direction of Charles G. Dawes, as president, and 
Eugene Meyer, Governor of the Federal Reserve Board, 
as chairman. The Reconstruction Finance Corporation, 
as it has been constituted, differs only in minor details 
from the project as outlined at the opening of Congress. 
The most important change was that the bonds of the 
Corporation were made ineligible for either rediscounting 
or purchase by the Federal Reserve banks. This restric- 
tion was inserted to allay the fears of those critics of the 
measure who feared it might be inflationary in effect. 

As a matter of fact, the prohibition will probably be 
meaningless. It is expected that for the sake of efficiency 
the obligations of the Corporation instead of being sold 
to the public will be purchased from time to time as the 
need for funds arises by the Treasury, which will include 
provision for such purchases in its own public financing 
programme. Since the Treasury securities are, of course, 
eligible for purchase by the Federal Reserve the net 
result will be to increase the available supply of eligible 
paper by precisely the same amount as if the Reconstruc- 
tion Bonds themselves had been made eligible. 

The Corporation will have capital of $500,000,000 and 
is authorized to issue bonds to the extent of three times 
this sum, giving it a total of $2,000,000,000 available if 
necessary. It is authorized to make secured loans to 
financial institutions and to railroads. The question of 
greatest interest now is the policy that the men in charge 
of the Reconstruction Corporation intend to pursue. 
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According to the best banking opinion it will not be 
necessary to employ anything like the full $2,000,000,000 
that the Corporation has available; but if anything is to 
be accomplished in the way of restoring public confidence 
in the safety of the banks a liberal lending policy is 
essential. The banks which will apply to the Corporation 
for assistance will be those which have suffered a steady 
loss of deposits for the past year or more and which, 
having paid out up to 75 per cent. of their deposits, have 
little left to offer as security for further loans beyond 
local paper and slow assets. However, the mere existence 
of such a relief agency should do much to relieve the 
pressure on the banks and to restore confidence among 
bankers themselves. 

Some indication of what the Reconstruction Corpora- 
tion may be called upon to do for the banks can be had 
from the record of the $500,000,000 National Credit 
Corporation, organized last October, which is now pre- 
paring to wind up its affairs. This institution, during the 
past four months, has made some 750 loans to upward of 
575 different banks to a total amount of about 
$155,000,000. Contrasted with the absurd fears of 
inflation stimulated by the creation of this organization, 
the record of its actual operations appears modest enough. 

In connection with the start of the Reconstruction 
Corporation the Federal Reserve authorities initiated 
in January steps designed to bring about an expansion 
of credit or, at any rate, to arrest the extraordinary 
deflation that has been in progress. Unfortunately, these 
measures appear to have been seriously misunderstood 
abroad, particuarly in France, and were the signal for 
renewed gold withdrawals from this market. These 
withdrawals, which have totalled upward of $110,000,000 
for French account alone, have served to delay the carry- 
ing into execution of aggressive Federal Reserve action 
to relieve the domestic credit situation. Bankers here 
are by no means concerned at the action of the Bank of 
France in arranging to repatriate the $125,000,000 of 
gold which that institution held under earmark in New 
York. Thus far, the French bank of issue has taken 
home about $85,000,000 in seven shipments of about 
$12,000,000 each, and some three or four additional 
shipments of a like amount will go out with the next 
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available sailing. Curiously enough, although the Bank 
of France has scrupulously shipped only gold previously 
held under earmark, it has at the same time earmarked 
fresh gold stocks to the extent of about half the total 
shipments, so that the net result is the same as though 
gold has been taken from the market and shipped abroad. 
The continued large outflow of the metal appears to have 
caused more concern abroad than at home to judge 
from the cables received in Wall Street. There is every 
confidence here that the Federal Reserve System could 
successfully withstand the withdrawal in the form of gold 
of every dollar of foreign short-term balances held in 
New York, and there is serious consideration as to whether 
it might not be a good idea openly to invite some of our 
nervous creditors to take their money home and have 
done with it. 

According to an authoritative estimate the present 
gold reserve of the country shows a surplus above the 
legal minimum sufficient to provide for either a loss of 
$1,400,000,000 through export, or an increase of 
$3,500,000,000 in domestic currency requirements. In 
the event of a simultaneous demand for gold and currency 
the Reserve banks could sustain a loss of $1,000,000,000 
in gold and a rise of $1,000,000,000 in currency. 

While the resumption of the run upon the dollar has 
persuaded the Federal Reserve authorities to go slowly 
in their efforts to combat deflation, some minor measures 
have already been taken in the reduction in the middle of 
January of the rate at which the Federal Reserve banks 
will buy acceptances and in the lowering by 3 per cent. 
of the rediscount rates of the Reserve banks of Richmond, 
Virginia, and Dallas, Texas. Further and more aggressive 
steps will undoubtedly be undertaken later on. 

The viewpoint of the Federal Reserve authorities is 
that the deflation has greatly overrun reasonable limits 
and is now continuing on its own momentum. There 
has been a reduction in bank loans and investments of 
upwards of $6,000,000,000 since the depression began, 
and the movement, instead of exhausting itself, has been 
accelerated in recent months. Loans and investments 
of weekly reporting member banks representing about 
40 per cent. of the banking resources of the country fell 
an additional $680,000,000 during the four weeks ended 
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January 20. This process has been speeded up by the 
desire of banks to maintain a highly liquid position. 

It is now time, the authorities feel, to call a halt 
before the weakening effects of this prolonged liquidation 
become irreparable. George L. Harrison, Governor of 
the Federal Reserve Bank of New York, speaking last 
month before a gathering of New York bankers, issued 
what was tantamount to an invitation to the banks to 
avail themselves more liberally of Federal Reserve credit. 
Ogden L. Mills, secretary of the Treasury, speaking 
before another gathering of bankers a few days later, 
made an emphatic appeal for concerted action on the 
part of the banks to check the liquidation of loans and 
investments. After outlining in detail the steps being 
undertaken by the Government, he reminded them of 
the famous passage in Bagehot’s “‘ Lombard Street ” 
which begins : “‘ In opposition to what might be at first 
sight supposed, the best way for the bank or banks who 
have the custody of the bank reserve to deal with a 
drain arising from internal discredit, is to lend freely,” 
and concluded by an appeal to them to encourage the 
full use of available credit. 

The chief stumbling block in the way of a response 
by the banks of the country to these appeals lies in the 
continued widespread hoarding of currency. During the 
six weeks following Christmas the decline in the volume 
of money outstanding was only $102,000,000, against 
a drop of $438,000,000 in the corresponding period last 
year, and one of $534,000,000 in the corresponding period 
of 1930. In the same period circulation has shown a 
steady rise compared with a year ago, and at the latest 
available date, February 3, was $1,055,000,000 higher 
than on the corresponding date last year. Of the total 
of $5,631,000,000 of money in circulation on February 3, 
approximately $1,300,000,000 is being hoarded, according 
to Treasury estimates. 

This problem the Government is also attempting to 
meet. President Hoover has issued an appeal to the 
people to discourage hoarding as an act of patriotism, and 
it is hoped that the Reconstruction Corporation, by 
safeguarding the banks, will sufficiently restore confidence 
to bring a return flow of currency into normal channels. 
One favourable aspect of the hoarding situation is 
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that it reflects no apprehension on the part of the general 
public as to the safety of the dollar itself. Hoarding of 
gold is almost non-existent, and there has actually been a 
substantial reduction in the amount of gold certificates 
(which are literally warehouse receipts for gold) in 
circulation. To a large extent the enormous increase in 
the amount of currency in use is due to the number of 
bank failures in the past two years which have left 
many communities without any banking facilities and 
reduced some sections of the country to the necessity of 
using cash exclusively for business transactions. 

Money rates have eased moderately since the first of 
the year. Stock Exchange call loans are 2} per cent. as 
against 34 per cent. at the end of the year. Ninety-day 
bills are 2% per cent., as against 3 per cent., and cus- 
tomers’ rates on commercial loans averaged 4°44 per 
cent. during January as against an average of 4-40 per 
cent. in December. 


French Banking Conditions 
By a Correspondent 


HE economic crisis is developing in France on a 

| disquieting scale, and the depression of business acti- 
vity is increasing. During 1931, railway traffic 
showed a considerable decline, the receipts falling by 
nearly Io per cent. as compared with 1930. In 1932, 
the downward movement has become accentuated. During 
the first week of January, railway receipts were nearly 
20 per cent. below the corresponding figures for 1931. 
Unemployment shows an increase week by week, and at 
the end of January, the number of unemployed was over 
240,000, against 28,000 a year ago. In reality the 
increase is much more pronounced, as official statistics 
only include unemployed entitled to relief. Moreover, 
the figures do not include those partly unemployed, the 
number of whom has also increased considerably during 
the last year. In fact, an inquiry made by the Ministry 
of Labour revealed that at the beginning of January, 
1932, the proportion of those who do not work full time 
was 51°60 per cent. against 17-02 per cent. twelve 
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months earlier. Those trades principally affected are the 
luxury and textiles industries, but metal industries have 
also been affected. 

Amidst such decline of business activity, the money 
market could not display much animation, and during 
January and early February the volume of ‘business was 
very small, and interest rates quoted, which showed a 
slight decline of 7s to 4 per cent., were largely nominal. 
In normal conditions, the decline should have been 
much more marked. Credit requirements have fallen 
off, while the volume of funds available has increased, as 
a result of the increase of the Bank of France’s gold 
stock and of the repayment of the credit of £15 millions 
by the Bank of England. The following figures of the 
Bank of France show that the funds available have 
remained considerable :— 


End of End of End of 
November, December, January, 


193I. 1931. 1932. 
ASSETS. 

Gold reserve , 67,844 68,863 71,625 
Foreign exchange r reserves s (total) 23,374 20,211 17,847 
Available at sight .. .» 15,941 12,354 8,882 
Available at time a és 7,433 7,860 8,965 
Discounts (total) i ‘a 8,666 8,288 7,513 
Bills on France - - 7,766 7,388 6,555 
Bills on foreign countries... goo goo 958 
Advances on bars - - 1,250 1,266 1,302 
Advances on securities .. 2,731 2,730 2,744 

Negotiable bonds of the Caisse 
Autonome oe 5,065 7,157 6,899 

LIABILITIES. 

Note circulation .. 82,543 85,725 84,723 

Current accounts and “deposits 
(total) ee me -» 31,341 28,081 28,273 

Of which :— 

Treasury .. os - 863 337 530 
Caisse Autonome .. ” 6,307 5,501 4,191 
Private accounts .. -- 23,584 21,653 23,076 
Sundry + 587 530 476 
Total of sight liabilities . .. 113,884 113,806 112,996 
Percentage of notes cover -- 59°57 60-51 63°39 


From December, 1931, to January, 1932, the gold 
reserve has risen from 68,863 millions to 71,625 millions, 


\y AY 


—- = — 


ame 


FRENCH BANKING 255 


an increase of 2,762 millions. Simultaneously the foreign 
exchange reserves declined from 20,211 millions to 
17,847 millions, or by 2,364 millions, so that the actual 
increase of the reserves was only 398 millions. This 
amount constitutes a net influx of capital placed at the 
disposal of the French money market. The sight liabili- 
ties of the Bank of France declined during January from 
113,806 millions to 112,996 millions, owing to the re- 
duction of the balances of the Caisse Autonome from 
5,501 millions to 4,191 millions. The funds actually 
available for the market are represented by the note 
circulation and the private current accounts. During 
January, the total of these two items increased by over 
400 millions, that is approximately to the same extent as 
the increase in the metallic reserve. 

In view of the decline in credit requirements and the 
increase in the volume of funds available, money rates 
ought to have declined substantially. The leading banks 
were not keen, however, on lending their funds. They 
have continued to pursue their policy aiming at re- 
stricting the amounts placed at the disposal of the market, 
in order to prevent a decline in interest rates and, at 
the same time, to avoid granting credits to unstable 
enterprises. This is the reason why there was no 
material decline in money rates. 


German Banking 


URING the second half of January and the first 
Dis: of February negotiations between the Govern- 

ment, the Reichsbank, and banking interests have 
been eagerly pursued for the reorganization of German 
banking. At the time of writing the negotiations have 
not yet been concluded, but the necessity for a quick 
decision has been realized by all parties. It is obvious 
that the provisional emergency solution of July 1931 
has to be altered in the interest of the banks concerned 
as well as their customers. The banks in question are, 
in addition to a few provincial banks, the Dresdner Bank, 
and the Danat Bank, which were unable to meet sudden 
and heavy withdrawals in July 1931 on the part of their 
foreign creditors, and subsequently also on the part of 
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their depositors. The Government of the Reich has 
taken a participation in both banks; in the Danat Bank 
its participation assumed the form of granting a guarantee 
of all its liabilities, while in the case of the Dresdner 
Bank it took over new shares to an amount of 300,000,000 
reichsmarks. In addition, both banks have obtained 
liquid funds, inasmuch as the newly-created Acceptance 
and Guarantee Bank, which was financed by the Govern- 
ment, has rendered the one-named bills of these banks 
eligible for rediscount by giving its acceptance to them. 
In the case of the Dresdner Bank the emergency measures 
worked satisfactorily, as the bank was placed under new 
management last autumn. The business activity of the 
Danat Bank, however, has been declining rapidly since 
last summer, and the extensive organization, and the 
hundred branches of the bank, are at present almost 
completely idle. The withdrawal of deposits continues, 
and the management of the bank have not felt authorized 
to undertake any substantial new business. The former 
industrial and commercial clientele of the bank has 
thereby found itself in an awkward position, as owing to 
the general scarcity of credit in Germany during the last 
few months, it has been very difficult to establish new 
banking connections. At the same time the Government 
urged a change of the situation created in July last, 
as it was anxious to ascertain the exact extent of its 
guarantees. 

The first reorganization scheme which was on the 
point of conclusion in December last consisted of the 
fusion of the Danat Bank and the Commerce und Privat- 
bank. This scheme has fallen through, as the latter was 
only prepared to agree to the fusion if the Government 
was prepared to make additional contributions to the 
resources of the bank. Thereupon the interested parties 
have endeavoured to establish close connection between 
the Danat Bank and the Dresdner Bank, which was also 
controlled by the Government. Whether this connection 
should assume the form of fusion or only co-operation 
is still to be decided. Through the amalgamation of 
these two banks it would be possible to obtain consider- 
able economies, but this in itself would not solve the 
German banking problems. The new big bank would 
have to be rendered capable of activity, which to some 
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extent may also be said of the other German banks. All 
German banks have been carrying for months past large 
quantities of frozen claims and unmarketable securities. 
It is to the interest of German economic life that these 
assets should be liquidated so as to enable the banks to 
finance normal credit requirements once more. It is 
left to be seen whether this end can be attained with the 
aid of the reserves of the Reichsbank. 

It is certain that the losses on frozen assets will have 
to be borne by the banks themselves. The only question 
was whether the banks should show these losses in their 
balance sheets or whether they should carry them for- 
ward until better days. Most banks have decided against 
the postponement of showing their losses in their balance 
sheets. They will pay no dividend for 1931, but will use 
their profits and the greater part of their reserves, as 
well as part of their capital, for writing down bad debts. 
It is anticipated that the capital of most joint stock 
banks, other than the Danat Bank and the Dresdner 
Bank, will be reduced. The Berliner Handelsgesellschaft 
will probably provide an exception, as will the Reichs- 
kreditgesellschaft which, apart from the Reichsbank, is 
the only German bank to pay a dividend for 1931. 

At the beginning of February, when the balance 
sheets of most banks had not yet been drafted, the 
Reichskreditgesellschaft published its balance sheet for 
1931. It has declared a dividend of 4 per cent., against 
7 per cent. last year and 8 per cent. in the previous year, 
on a share capital of 40,000,000 reichsmarks, which is 
owned entirely by the Government. Although the bank 
is controlled by the Government, it does not transact 
much business on account of the Government, and may be 
regarded as an ordinary commercial bank. It has, 
however, no branches, and no deposit business, and 
confines its activities to financing a number of select 
big customers. It also acts as Berlin representative for a 
number of provincial banks. In the summer of 1931 it 
remained comparatively liquid in spite of the withdrawal 
of big foreign funds, and it has increased its prestige. 
As a result considerable funds have been transferred to 
that bank from other German banks. The decline of the 
item of creditors in its balance sheet from 597,000,000 
reichsmarks to 482,000,000 reichsmarks was less than 
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20 per cent., against an average of 33 per cent. for the 
German commercial banks. Another point to its advan- 
tage was that its connection with the German share 
market was much less than that of other banks. 

The conclusion of the standstill agreement, which will 
replace on March 1st the Basle agreement, has been 
welcomed with satisfaction in German banking circles. 
It is hoped that there will be a period of genuine standstill 
as regards short-term external credits after the reduction 
of foreign credits which has been going on even during 
the last few months. During the last eighteen months 
Germany has repaid 5 milliard reichsmarks on foreign 
short-term credits. At present her short-term external 
indebtedness amounts to about 8 milliards, of which the 
claims of foreign banks covered by the standstill agree- 
ment amount to 54 milliards. Of this latter figure 
about 34 milliards constitute the indebtedness of German 
banks, while the rest is owed by industrial and commer- 
cial firms. It is probable that owing to the decline of the 
gold reserve of the Reichsbank it would not be possible 
to make further considerable reductions of the foreign 
credits during the next year. In such circumstances it 
may be assumed that the present amounts of external 
credits of the German banks will remain unchanged for 
some time. It is, of course, possible that the amounts 
will be shifted from one bank to another. It is also prob- 
able that some foreign creditors may decide to convert 
their claims into long-term bonds, German securities 
or real property. In anticipation of such demand the 
Berlin Bourse displayed firmness at the end of January, 
but the German banks do not expect the withdrawal of 
large amounts of foreign funds for the acquisition of 
securities. They would welcome such transactions as it 
would help them to unload some of their excessive 
security holdings. 

In connection with the conclusion of the standstill 
agreement the question of the reopening of the German 
Bourses has once more come to the fore. The Reichsbank 
and the Government have not, however, felt inclined for 
the present to agree to such a change, for they are afraid 
that the publication of the prevailing low prices and 
possibly wide fluctuations may cause uneasiness. It is 
the wish of the Reichsbank that during the coming 
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presidential elections and the discussions of reparations 
the stock exchanges should not be reopened. There is, 
of course, in the absence of an official market a regular 
business in securities transacted over the telephone 
between banks and brokers, and the turnover in leading 
shares is considerable. The shares mainly affected by 
the recent recovery were Siemens shares and the Reichs- 
bank shares. There is also a fair demand for the shares 
of the J. G. Farben industry. On the other hand, the 
shares of the United Steel Works and General Electric 
Co. are neglected, as it is expected that these companies 
will show big losses for last year. On the basis of the 
present price of fixed interest-bearing securities, a yield 
of from 8 per cent. to Io per cent. can easily be obtained. 
The rates prevailing in the money market for short-term 
funds are lower. The rates on loans for one month have 
declined since December from g per cent. to 7 per cent., 
and the rates for bank bills from 7 per cent. to 63 per 
cent. Owing to the satisfactory decline of the amount of 
bills discounted by the Reichsbank the market antici- 
pated a reduction of the bank rate from its present figure 
of 7 per cent. The Reichsbank was, however, unable to 
reduce its rate as its total gold and foreign exchange 
holdings is under 1,100,000,000 reichsmarks, of which no 
less than 630,000,000 reichsmarks represents borrowed 
money. The short-term credits of foreign central banks 
themselves amount to 420,000,000 reichsmarks. The 
prospects of the reichsmark are regarded with optimism, 
but the Reichsbank must employ every means available 
to maintain the stability of the currency. Thanks to its 
high bank rate and to a strict exchange control, it has so 
far been possible to maintain the interest and sinking 
fund services of foreign loans without having to restrict 
imports owing to the lack of foreign currencies. The new 
standstill agreement should facilitate the task of the 
Reichsbank in continuing to carry out this policy. 
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International Banking in Europe 


ITALY 


HE past month witnessed a remarkable appreciation 
of the lira. Since the suspension of the gold standard 
in Great Britain the lira has been kept stable in 
relation to the dollar at slightly under its theoretical 
gold export point. As speculators anticipated the sus- 
pension of the gold standard by Italy, a fairly substantial 
bear position developed in liras. Towards the end of 
January more optimistic feelings began to manifest 
themselves as to the prospects of Italy in spite of un- 
favourable economic conditions. The visible trade deficit 
has declined considerably during the past year, while the 
budgetary deficit proved to be much smaller than was 
anticipated. At the same time the Bank of Italy has 
succeeded in reducing the note circulation. The Italian 
authorities have, therefore, considered the moment 
opportune for bringing about an improvement of the lira 
by squeezing the bears. The operation was carried out 
successfully by the Guaranty Trust Co. of New York. 
A comparatively moderate support was followed by 
bear coverings which brought back the lira to the vicinity 
of its parity with the dollar. 

The outstanding banking event of the month was the 
decision to amalgamate the Banca Commerciale Triestia 
with the Banca Commerciale Italiana. A few years ago 
the latter acquired a controlling interest in the former’s 
share capital, and at present it is understood to possess 
almost the whole share capital. As a result of the amal- 
gamation economies will be effected by transferring 
business from the Trieste branch of the Banca Commer- 
ciale Italiana to the Banca Commerciale Triestia. 

There have been a few minor bank suspensions lately, 
the most important of them being the failure of the Banca 
Bergamesca, a medium-sized provincial bank. Its diffi- 
culties have been known for some time, and its failure 
has caused no surprise either in Italy or abroad. 


SWITZERLAND 


The accounts published by some of the banks show a 
comparatively moderate decline in their net profits for 
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1931. While the depression of domestic trade was bound 
to affect them unfavourably, their turnover on foreign 
account has increased considerably during the past year. 
It is true that some of the Swiss banks have committed 
themselves to a very great extent in Germany, and also 
that they hold large German and other foreign deposits 
subject to sudden withdrawal. These circumstances 
have ceased, however, to be a matter of grave concern, as 
the public realizes that there is no reason to anticipate 
any event causing a sudden withdrawal of these foreign 
balances. Confidence in Swiss banks, which suffered to 
some extent during the first few months of the financial 
crisis, appears to have been completely restored. In the 
circumstances the decision of the banks to reduce their 
dividends to a comparatively moderate extent only, 
appears to be fully justified. One of the leading banks, 
the Crédit Suisse, has decided to leave its dividend un- 
changed. Although its profits have declined it does 
not wish to reduce its dividend this year because it 
celebrates the seventy-fifth anniversary of its establish- 
ment. 


AUSTRIA 


There have been some important personal changes in 
Austrian banking recently. Dr. Reisch, President of the 
Austrian National Bank since its establishment, has 
resigned, and Dr. Kienbéck, former Finance Minister, has 
been appointed to succeed him. The impending change 
has held up the negotiations between the National Bank 
and the foreign creditors of the banks, other than the 
Creditanstalt, for the modification of the standstill agree- 
ment concluded last year. It is hoped that these negotia- 
tions will now be concluded before long. The amount 
involved is not very large, for, apart from the Creditan- 
stalt, whose liabilities are regulated by a separate agree- 
ment concluded in June last, the total short-term in- 
debtedness is just over $20,000,000. American banks are 
the principal creditors involved. 

After lengthy negotiations in various directions, it 
has been decided to reappoint Mr. Van Hengel as general 
manager of the Creditanstalt. It is understood that the 
Portuguese authorities have rejected the Austrian Govern- 
ment’s application for the extradition of Mr. Ehrenfest, 
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a former director of the Creditanstalt and of the Amstel- 
bank. 

The negotiations for the credit of 60,000,000 schillings 
from the Bank for International Settlements have not 
yet come to any result. It is understood that originally 
the credit was promised to Austria by the Bank of France, 
but subsequently that bank desired to advance the funds 
through the Bank for International Settlements, on the 
latter’s responsibility. The Bank for International 
Settlements was unable to agree to this. 


HUNGARY 


Negotiations for the regulation of Hungarian external 
indebtedness have so far resulted in no agreement. In 
banking circles the attitude of the League of Nations in 
inducing the Hungarian Government to maintain the full 
interest and sinking fund services of the League of 
Nations’ loan while suspending the transfer of interest 
upon other loans as well as banking debts, is subject to 
much criticism. In the absence of any agreement the 
dollar deposits of the leading Hungarian banks remain 
blocked. 

The bank results which have been published so far 
show only a comparatively moderate reduction of net 
profits for 1931. The dividends have also been reduced 
to a comparatively moderate extent. 


HOLLAND 


The withdrawal of foreign balances and bear specula- 
tion in florins, which assumed considerable dimensions 
in December and early in January, has gradually sub- 
sided during the month under review. After having 
been in the vicinity of gold export point for some time, 
the florin went to a premium in relation to the dollar. 
The method applied by Dutch banks in quoting very wide 
discounts on forward florins in order to discourage bear 
speculation, appears to have been successful. 


BELGIUM 


Satisfactory arrangements have been concluded for 
covering the losses of both the National Bank of Belgium 
and the Banque du Congo Belge arising from the depre- 
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ciation of their sterling balances. As the Belgian Govern- 
ment and the Government of Belgian Congo have large 
long-term loans in sterling through which they stand to 
benefit by the depreciation of sterling, they have under- 
taken to assume responsibility for the losses on the sterling 
balances of the two banks of issue. In both cases the 
losses are more than covered by the profits arising from 
the long-term loans. 


SCANDINAVIA 


Informal discussions for the establishment of a sterling 
block of currencies with the inclusion of Scandinavia have 
been carried on between banking interests of the countries 
concerned. Several prominent Scandinavian bankers 
have paid a visit to London during the last month or so, 
and at meetings held at Hambros Bank have exchanged 
views with London bankers on the subject. Although no 
official steps have so far been taken it is understood that 
the scheme is viewed with favour in banking circles, 
even if opinions are at variance as to technical details. 


GREECE 


Two small banks, the Banque Cosmadopoulo and the 
Banque de Triccala, have suspended payments. The 
former’s liabilities amount to 100,000,000 drachmz. The 
Bank of Greece and the National Bank of Greece have 
taken charge of the liquidation of the bank. The Banque 
de Triccala is the affiliate of the Banque Cosmadopoulo. 

Following upon the visit of M. Venizelos to London 
and other centres, it has been stated that Greece seeks to 
obtain a credit of £2,500,000 so as to be able to complete 
public works which have been undertaken in anticipation 
of foreign loans, and which would yield upon completion 
a considerable revenue. Sir Otto Niemeyer has been 
requested to investigate the financial situation of the 
country. 
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Banking Reviews 
English Reviews. 


HOSE of our readers who are interested in the 
question of international gold movements should 
certainly study the article on ‘‘ The Indian Gold 
Exports, their nature and significance,’ which appears 
in the January-February number of the MIDLAND BANK 
review. The writer explains the reasons for the recent 
heavy shipments of the precious metal from India and 
the methods by which the bullion brokers in Bombay 
usually protect themselves against the risk of exchange 
fluctuations; but his conclusions concerning the results 
of this gold efflux form the most interesting part of the 
article. He points out that these exports from India, 
which equal in amount the world’s newly-produced gold, 
are likely to bring nearer the day when commodity prices, 
in terms of gold, will at length begin to rise. He considers 
that it would be useless for us to acquire these supplies, 
as gold ‘‘ impounded in the Bank of England is an 
ineffective asset ’’’ while we are off the gold standard. 
“Far better that the product of the Indian hoards 
should find a home already overcrowded, where the 
pressure on expansion is becoming more and more 
severe.” 

The leading article of the above Review reports the 
speech of the bank’s chairman at the ordinary general 
meeting, as does the February issue of BARCLAYS BANK 
review. The speeches are discussed in an article else- 
where in this issue, so no further reference need be made 
to them here. 

“The Balance of Trade,” which in pre-war days was 
a question of mainly academic interest, is now a problem, 
upon the successful solution of which depends the con- 
tinued welfare of this country. All thoughtful contribu- 
tions on the subject are, therefore, specially welcome at 
the present time, and one of these may be found in the 
February number of LLoyps BANK review, from the 
pen of H. W. Macrosty, O.B.E, Having tabulated the 
transactions, ‘ visible’’ and “ invisible,’ which enter 
into the balance of payments, the writer proceeds to 
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analyse these items and show the basis upon which the 
statistical estimates of each are founded. These figures 
show that the excess of British exports of manufactures 
over retained imports of manufactures declined from 
£352°9 millions in 1924 to {156-4 millions in 1930. Apart 
from the world’s troubles due to war debts and tariff 
barriers, the writer considers that the trading capacity 
of this country is seriously menaced by certain other 
difficulties, foremost of which is our inability to reduce 
costs of production. He believes that reorganization 
could do much in many industries to lower these costs, 
but that such reorganization is being delayed in many 
cases ‘‘ for fear of what might happen while the process 
of change was going on.’’ In such cases he believes a 
scientific tariff could do much to tide over the transition 
period, but he points out that the United Kingdom can 
never be self-sufficient and that the Empire as an economic 
unit is an ideal impossible of realization at present. An 
article entitled “‘ Britain and World Competition,” which 
forms the leading article in the January number of the 
WESTMINSTER BANK review, is devoted to the same 
problem, which is viewed from a somewhat different 
angle. These two articles should be studied closely by 
all our readers who are interested in this question. 

There is generally much confusion of thought con- 
cerning the manner in which “ money” contracts and 
expands, but the subject is lucidly treated in a final 
article on ‘“‘ The Money Market ”’ in the issue of LLoyps 
BANK review mentioned above. We do not think that a 
clearer explanation has ever been given of the manner 
in which the funds of the market are controlled. 


Foreign Reviews. 


The review published by the NATIONAL CiTy BANK 
OF NEw York for January contains a great deal of 
matter for consideration and thought. It is generally 
admitted that a recovery in prices is required throughout 
the world and the problem is to find a means of initiating 
the movement. The author of the review examines the 
phrase “ inflation is the way out,’’ which has been much 
used in the United States. Credit has been curtailed and 
the author does not see for the moment how banks in the 
United States can extend credit and, for that reason, 











266 THE BANKER 


he welcomes the Reconstruction Finance Corporation, 
which will supply relief in emergency situations and thus 
tend to restore confidence. “In this way, the pressure 
of forced liquidation would be lessened, covering of 
future wants encouraged, and prices stimulated.”” Such 
a policy ‘‘ avoids the dangers of unrestrained inflation 
which lurk in many of the popular plans for bolstering 
up the price level, such as printing more money or issuing 
huge amounts of Government bonds to finance unneeded 
public works.’’ In fact, “ Inflation is never a way out; 
it is only a way in.” 

Considerable space is devoted in this review to the 
“Foreign Debt Moratorium,” and the author stresses 
the need for a further examination of the debt position. 
He comments on the additional burden imposed on Great 
Britain by the abandonment of the Gold Standard, and 
says, ‘to insist upon a continuance of full payments 
under present conditions would be to impose hardships 
upon a friendly nation.’”’ Finally, the author puts for- 
ward the view that the total payment of $250,000,000 to 
the United States by debtor governments in Europe each 
year is an insignificant amount compared with the trade 
depression, reduced earnings and unemployment in that 
country. All nations are so interdependent that he 
suggests it might be better policy to forgo the foreign 
debt if thereby world trade could be stimulated and 
employment and earnings increased in the United States. 
It is impossible to mention all the views put forward in 
this review, but it is well worth the study of all our 
readers who can obtain a copy. 

The Quarterly Report of the SKANDINAVISKA KREDIT- 
AKTIEBOLAGET, Stockholm, for January contains an able 
article by Professor Gustav Cassel entitled ‘“‘ The Rules 
of the Game.” The ‘‘ Game”’ is, of course, the ‘‘ Gold 
Standard ”’ as played by the nations of the world. The 
article is short and concise, so that it is difficult to sum- 
marize the views put forward. Assuming that the trade 
between two countries over a period of years is in equi- 
librium, then under the normal working of the Gold 
Standard a shipment of gold neutralizes the effect of a 
temporary disturbance to the equilibrium. It is not 
denied that the disturbance can also be smoothed out by 
a loan. If, however, the equilibrium has been greatly 
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disturbed, either by monetary or commercial policy, then 
gold reserves may be used up in vainly trying to restore 
the equilibrium. It is also essential to the smooth working 
of the system that the gold when received by a country 
should be allowed to exert its influence by increasing 
the monetary circulation and causing a rise in prices, 
thus tending to stop the import of gold and restore the 
balance. Such is the classical theory of the working of 
the Gold Standard. Suppose, however, that the trade 
between any two countries is based on the regular lending 
by one of the countries to the other; then “a serious 
disturbance in the balance may be caused by the sudden 
cessation of this lending.” Further, “ similar results 
will ensue if endeavours are made to force capital to move 
in channels into which it normally refuses to flow, as 
when immense payments of war debts are exacted, or 
loans granted to a financially weak country are suddenly 
withdrawn on a large scale.’’ The use of gold to right 
such a disturbance is useless. 

Professor Cassel says people have expected too much 
of the Gold Standard. Conditions similar to those out- 
lined are in force to-day and countries have accumulated 
enormous supplies of gold and have not allowed their 
monetary circulation to increase and thereby cause a rise 
in prices. ‘‘ The pressure to which the international gold 
standard has been subjected by these preposterous 
demands has resulted in its final collapse.” It is Professor 
Cassel’s opinion that: ‘‘ An international gold standard 
system is under present conditions impossibie.” He 
regards the following conditions, which we quote in full, 
as indispensable in maintaining the gold standard. 

“ Firstly, economic conditions: the abolition of abnor- 
mal impediments to international commerce and inter- 
national movements of capital; the renunciation of 
unreasonable demands for transfers of capital in connec- 
tion with war debts as well as short-term credits granted 
by private lenders; finally, some willingness to grant 
loans to make up deficits in the international balance of 
payments. 

“Secondly, monetary conditions: the utilization of 
increasing stocks of gold for increasing the amount of 
money in circulation and thus raising the level of prices— 
a condition which also involves the renunciation of 
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unreasonable demands for gold cover; as a preparatory 
step the immediate abolition of all statutory enactments 
regarding minimum gold reserves.” 


Books 


THE GOLD STANDARD AND ITS FutTuRE. By T. E. 
GREGORY. (Methuen & Co., 3s. 6d.) 


PROFESSOR GREGORY’S book is one of the few amongst 
the rich crop of recent publications on the crisis of the 
gold standard which is certainly worth reading. His 
description of the causes of the crisis is interesting, even 
if one is not inclined to agree with everything he says. 
He seems to overrate the significance of the downward 
trend in the Macmillan figures as to foreign balances; 
considering that their total is affected by changes in the 
amount of foreign holdings of War Loan and other sterling 
securities, and that there is nothing to indicate how 
much of the foreign balance has been covered by 
forward exchange transactions, it is not advisable to rely 
on them too much. Dealing with the future, Professor 
Gregory is not in favour of the scheme of a union of 
paper currencies, though he does not definitely reject 
the idea of an Empire currency or a Northern European 
block. Although favouring the return to gold, he does 
not suggest the restoration of the old parity. 


-THE BANKING SYSTEMS OF GREAT BRITAIN, FRANCE, 
GERMANY, AND THE UNITED STATES OF AMERICA. 
By KENNETH MACKENZIE. (Macmillan & Co., 
3s. 6d.) 

KNOWLEDGE in this country about foreign banking 
systems is far from adequate, and Mr. Mackenzie’s book 
is therefore welcome, as it gives the description of the 
banking systems of France, Germany, and the United 
States in a nutshell. It is to be regretted that he does 
not devote more space to foreign banking systems and 
less to the British banking system, on which there is 
already excessive literature. His book may be recom- 
mended to those desirous of acquiring elementary notions 
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of foreign banking systems, but it is not sufficiently 
detailed to satisfy advanced students. 


ALFRED Beit: A STUDY OF THE MAN AND HIS WORK. 
By SEYMOUR Fort. With a foreword by GENERAL 
Smuts. (Ivor Nicholson and Watson, 8s. 6d.) 


THOSE who are inclined to assume that a business 
man’s existence is necessarily humdrum should read Mr. 
Beit’s biography. His life has been closely interwoven 
with a most interesting period of South African history, 
and his biography throws new light on many important 
events. It is written in a readable style. 


THE SCOTTISH INVESTMENT TRUST COMPANIES. By 
GEORGE GLasGow. (Eyre and Spottiswoode, 
50s.) 

To judge by the scarcity of British books and the 
plethora of American books dealing with investment 
trusts, one would be inclined to imagine that the invest- 
ment trust is an old-established institution in the United 
States and a recent growth in this country. The inverse 
being the case, British authors render a valuable service 
in making available material accumulated through long 
experience. Mr. Glasgow’s book has the additional 
merit of being the first complete analysis of the methods 
of the Scottish investment trusts. The greater part of 
the volume consists of statistical material and the descrip- 
tion of individual companies. Its introductory text of 
some thirty-five pages is of great interest, and should in 
itself raise the book to the rank of a standard work. 


\/ THE PoUND STERLING—A HISTORY OF ENGLISH MONEY. 


By A. E. FEAVEARYEAR. London, 1931. (Oxford 
University Press, 15s.). 

AT the time when about five hundred economists and 
pseudo-economists are writing books on the metaphysics 
of the pound—in the hope that the other 499 will buy 
and read it, if nobody else does—the appearance of a book 
that confines itself to the historical facts about the British 
currency is a welcome change. Its publication at a 
moment when we may be said to have arrived at one of 

x 
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the most important landmarks in the history of the 
pound is highly appropriate. To read about the past 
crises of the pound may be somewhat comforting to a 
generation which has got into the habit of regarding 
itself as the stepchildren of Fate. Mr. Feavearyear gives 
a very readable account of the great debasement of the 
currency under Henry VIII, following upon the gold 
inflation brought about by the discovery of America. 
His description of the crisis that followed the first credit 
inflation at the end of the seventeenth century, of the 
vicissitudes of the pound during the Napoleonic wars, 
and of the series of crises throughout the hundred years 
that preceded the war of 1914, is certainly worth com- 
paring with the experience of the last few years; not- 
withstanding the changed circumstances, we may derive 
from the comparison some useful lessons. Mr. Feavearyear 
writes in a non-technical style that should make his book 
popular in circles which have hitherto taken no interest 
in the history of currency and banking. 


“CURRENCY AND BANKING. By D. T. Jack. (Sir Isaac 
Pitman and Sons, 5s.) 


It is difficult to justify an additional textbook on 
currency and banking, but Mr. Jack’s work requires no 
apology. He has the rare gift of being able to explain 
elementary matters to the general reader without assum- 
ing the offensively patronizing tone that characterizes 
many of his academic colleagues when addressing the 
uninitiated. 


~~ MONETARY LEADERSHIP. By J. F. DARLING. (Ernest 
Benn, 2s. 6d.) 


Mr. DARLING is one of the pioneers of the movement 
for the remonetization of silver, which has gained many 
adherents during the last few months. In his present 
book he revises his earlier suggestions in the light of 
changed events. As the problem of currency systems is 
now in the melting pot, his suggestions, stimulating as 
ever, deserve attention even if they cannot be accepted. 
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“SS CoMMERCIAL BANKS—1913-1929. Published by the 
League of Nations. (London: Allen and Unwin, 
12s.) 


THE Economic Intelligence Service of the League 
has collected most valuable material on the commercial 
banks of twenty-eight countries. This is the first attempt 
of this kind, and deserves the fullest support on the part 
of banks, as the volume just published fills an important 
gap. When the material is completed and is brought 
up to date in subsequent editions bankers will wonder 
how they could exist without such a reference book. 
The present volume, which shows the evolution of bank- 
ing figures since 1913, is indispensable for both theoretical 
and practical purposes. 


PUBLICATIONS RECEIVED. 
ECONOMICS FOR COMMERCIAL STUDENTS. By ALBERT 
CREW. Ninth edition. (Jordan and Sons, 5s.) 


THE CRISIS OF THE £. By TAYLOR PEDDIE. (Macmillan 
& Co., 7s. 6d.) 


THE ADMINISTRATION OF EsTATES. By A. H. Cosway. 
(Sir Isaac Pitman and Sons, 5s.) 


LIFE AND Money. By Ermar O’Durry. (Putnam, 5s.) 


NATIONS AND THE ECONOMIC CRIsIs. By D. GRAHAM 
Hutton. (Sidgwick and Jackson, 3s. 6d.) 
EMERGENCY FINANCE FOR SMALL BusINEss. By K. A. 
CoLEs. (Crosby Lockwood and Son, 2s. 6d.) 
















“PROGRESS SUSTAINED” Total Business in Force 


Through the ever-changing conditions of 85 years— £211,594,207 
Wars, Epidemics, periods of financial stringency, Total Premium Income 
panics and depressions, the Canada Life has £7,884,267 
steadily progressed.—Eztract from President's speech Taet Tees tm of 
at Annual Meeting, Jan., 1932. Semneie 2. £10,466,984 
CANA DA LIFE Net surplus earned in 1,285 
ee --» £1,16 
ASSURANCE COMPANY. . ; ‘ 
3 caste sepia Payments to Policy holders 
Incorporated in —— as a Limited Liability and Beneficiaries  £5,257,027 
ompany. 


Assets for Protection of 
Policy holders ...  £42,077,254 
as at December 31st, 1931. 


Established 1847. 
J. R. WANDLESS, F.I.A., Manager, 
2, St. James’s Square, London, S8.W.1. 
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Table I GOLD HOLDINGS oF CEN 
_ fle. 7 _ (IN MILLIONS OF £) 
, - GERMANY = —— 
ENGLAND| U.S.A. | FRANCE | BELGIuM | NETHER: | peNMARK] NORWAY | SWEDEN 
| Total Abrosg  _-BU88I 
eS SS ee ee bs 
1929 — 
JANUARY .. 154-2 540-8 263-1 25°8 35-9 9°5 8-1 13-0 133°6 4-2 
APRIL ..| 155°8 | 570-2 | 275-3 | 26-0 34-9 9-5 8-1 12-9 | 126-3 | 69] 18:9 
JULY oe 154-4 596-3 295-2 28°8 36-7 9°5 8-1 12-9 97-6 4-9) 19°0 
OCTOBER .. 131-7 619-0 320-2 29-3 36-6 9°5 8-1 13- 108- 73 21 
1930 ad 
JANUARY .. 150°5 601-9 341-8 33-6 37-0 9°5 8-1 13°5 111-8 | 73 
APRIL as 156-2 620-9 341-0 33°38 | 35:7 9-5 8-1 13-4 124-5 73 90-2 
JULY ee 156-3 615-1 355-6 | 34-3 35°7 9°5 8-1 13-3 128-2 73) 88° 
OCTOBER .. 155-6 611-0 395-3 36-2 32-7 9-5 8-1 13 119°6 | 73) oi 
61° 
1931 | 
JANUARY .. 145-9 604-3 432-6 39°2 | 35-2 9°5 8-1 13-3 108-5 10°9 
FEBRUARY 140-4 632-1 447°9 39-6 36-0 9-5 8-1 13-2 109-8 | 102 61° 
MaRcH.. 140-9 635-8 451-5 40-5 36-8 9°5 8-1 13-2 | 111-9 10-2 51°) 
APRIL ee 144°5 640-1 451°6 41-1 36-8 9°5 8-1 13-2 | 114-7 102 61° 
May «se 147°5 651°8 447°8 41°3 37-2 9°5 8-1 13-2 116-0 10-2 53°! 
JUNE es 151-9 669-7 450-3 41-4 37-2 9-5 8-1 13-2 | 112-6 12°7 53°: 
JULY ee 163°3 701-1 452-7 41-0 41-1 9°5 8-1 13°1 69°6 57 538% 
AUGUST .. 133°5 704-6 471-4 44-7 49°8 9°5 8-1 13-1 | 66°8 49 53°' 
SEPTEMBER 134°3 712-1 471°5 46-4 54°3 9-5 8-1 12°6 | 66-9 40) BAe 
OOTOBER .. 134°8 644-9 481-5 71-3 | 58-0 9-0 8-0 10°9 | 63-7 4.9 67°! 
NOVEMBER 135-7 562-8 520-5 73°4 | 70-7 9-0 9°5 11:7 | 56-0 43 60°: 
DECEMBER 120°7 645-2 546°2 73-1 74°4 7:9 8-7 11-3 | 49-2 3-9 63: 
| | 64°: 
1982 
JANUARY .. 120-7 613-9 554-4 | 72°8 | 73:3 7:9 8-5 11:3 | 48-2 55 
FEBRUARY | 120-8 | 610-4 | 576-6 72-4 | 71°5 8-1 8°5 11-3 | 46-4 | 32 or 
| 1 *| 
1 The figures are taken a iy 
* Excluding a small amount held in on o 
8 Gold and silver holdings. | Ban 
Table II CREDIT AND CURRENCY (millions of £) 
~~ ieee pues: 2 
CLEARING BANKS | BANK OF ENGLAND 
Other Deposits Government ‘ 
Deposits Cash Advances Vs = in Banking — Notes in 
Bankers’ > Circulation 
Total =| as 
1929 | 
JANUARY .. 1,809-3 198-0 956-1 105-0 67-6 8 363-9 
APRIL ee 1,743°2 188-5 985-8 99-0 62-6 51-2 55-3 360-4 
JULY ee 1,778°2 189-9 985-9 101-9 65-0 47°3 43-2 368-9 
OCTOBER . 1,764°5 189-2 973°7 101-4 63-6 2 4 360-7 
1930 
JANUARY . 1,767°5 192-0 969-1 111-8 | 75-5 64- 53-5 355-8 
APRIL e 1,712-0 187-2 968-2 101-7 65-2 57-1 60-6 359-8 
JULY ‘ 1,749°0 191-2 950-4 107-0 70°3 52-4 49°8 365-0 
OCTOBER . 1,791°0 188-7 922-3 95-9 61-0 42-2 60-6 357-2 
1931 
JANUARY .. 1,835-9 194-6 907°4 97-7 | 64-4 48-8 51-4 351-7 
FEBRUARY .. 1,781-9 187-0 908-1 93-6 | 60-1 38-0 53-4 347-1 
March ee 1,726-0 180-7 919-5 94-3 60-8 30-3 52-6 349-3 
APRIL ee 1,698-1 175-4 923-5 91-9 56-6 32-0 51°9 353-7 
May oe 1,699°8 176°3 917-9 92-4 58-1 33-3 55°5 353-9 
JUNE oe 1,744°4 184-3 906-6 102-3 68°7 33-2 63-8 353-9 ' 
JULY ee 1,750°3 180-7 896-7 103-1 69-3 36-3 56-3 358-1 
AUGUST .. 1,708-°3 176-9 892-4 98-5 59-3 50-4 50-7 357°5 
SEPTEMBER 1,675-4 170-7 895-0 111-5 | 60-2 56°7 55°8 354-1 
OCTOBER .. 1,687°8 172-9 804-4 120-4 | 68:3 56-5 53-6 356°8 
NOVEMBER.. | 1,670-1 170-1 884-6 98-8 | 60-2 55-1 39-4 356-3 
DECEMBER.. 1,700-2 181-1 884-0 166-7* 126-4* 95-3* 31-6* 364-2* 
19382 | 
JANUARY .. 1,677°1 176-9 889-3 112°5 } 74°3 45°3 49-9 345-9 








8 Average weekly balances, nine banks. = Average of four or five weekly returns. * The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “A Banker's 
pa 1928 issue.) * Prior to November 1928, “ adjusted” total of bank-note and currency note 
c ons. 

* Since December, 1931, figures relate to last Wednesday in each month. 
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Table IV MONEY Bé 
LONDON | 
| | Discount Rates | Treasury Bills 
Week ending Day to | a = —- | - now x a 
Bank Rate | ae. ae | Bank Bills wing hee | Weekly Tender Amount Anount 
. 3 months a Rate Offered Applied for i 
Per cent. Per cent. Per cent. Percent. | Per cent. £ millions £ millions 
1931 | £s 4d. 
OctroprR 3 6 43 | 58 7% =| 511 0-07 40 47-9 | 
és 10 6 432 | Satz Ot 511 4-63 40 49-5 | 
* 17 6 443 52 63 | 510 5-56 40 61°5 
a 24 6 433 5t4 Gt {| 5 7 8:07 40 64-0 
oe 31 6 4: Bah 63 5 5 1-42 45 66-3 
NovEMBER 7 :.| 6 4} 54} 63 510 8-47 40 55°3 
oo 14 | 6 43} 533 63 510 0-35 40 | 69-2 
ss 21 e| 6 5 527 62 5 11 11-03 45 60-6 | 
pa 28 6 5 5iz 63 5611 6:27 45 | 63-2 | 
DECEMBER 5 6 4y5 5% 63 512 0:76 45 49-7 | 
oo 11* 6 4 55 62 612 2-91 40 45-9 | 
pa 18 6 Yn oe 63 513 1-65 40 42-4 | 
~ 24 6 | + | 5% 62 510 2°56 40 56-1 | 
ea a of lUSlUCdTC 542 63 5 8 4 40 50:3 | 
1932 | 
JANUARY 8 «| 6 44 543 62 5 5 9-97 35 59°5 
9° 15 P 6 48 58 62 41711: 5 30 39-5 
99 22 +} 6 42 5ys of 414 6°63 30 40°0 
” 2¢ e| 6 4 5s 6 4 7 6-99 30 42°38 | 
FEBRUARY 5 ‘| 6 4t 5 63 4 6 1:80 30 34-2 | 
| | 
All figures given above, except those of Tre 
* Since December 11, rates are 
Table V FOREIGN; E 
DAILY AV 
. ~ ——_______ 7 _ saacaad 
INEW YORK) MONTREAL PARIS | BRUSSELS MILAN ZURICH | MADRID 
| StoL | tok | Frtoe | Belga to £ Lire to £ Fr. to £ P’tas to £ 
[o> aoe Tere te Sa eee ng - 1 r 2 Pa 
PAR OF EXCHANGE... 84 | Pri | 12¢21 | 35°00 92°46 25°2a75 as°2als 
bs ; a a _— 
1929 | | 
JANUARY... ee 4°8503 4°8619 124-08 34-898 92-67 25-207 29-751 
APRIL ee 4°8534 4-8887 124-21 34-950 92-70 | 25°215 32-928 
JULY ae 4°8511 4°8766 123-88 34-911 92-74 25-219 33-451 
OCTOBER... 4-°8698 4°9243 123-89 34-874 92-99 25-176 33-586 
| | 
1930 } } | 
JANUARY... ee «-| 4°8697 | 4-9222 123-91 24-947 93-05 25-162 37-017 
APRIL --| 4°8635 | 4°8654 124-11 34-842 92-777 25-095 38-946 
JULY ‘ ..| 4°8656 | 4°8622 123-67 34-810 92-879 25-044 42-208 
OCTOBER... + 4°8591 | 4-8536 123-85 34°845 92-804 25-020 47-141 
| | | 
1931 | | 
JANUARY... . «-| 4°8551 | 4°8645 123-81 34-815 92-739 25:076 | 46°640 
VEBRUARY --| 4°8586 | 4°8591 123-94 34-845 92-807 25-180 47-658 
MaRCH .. --| 4°8584 4°8590 124-16 34°879 92-742 25-246 45-298 
APRIL -:| 4°8599 4-8621 124-28 34-950 92-815 25-235 47-015 
May oe --| 4°8641 4-8666 124-34 34°956 92-910 | 25-220 48-840 
JUNE --| 4°8649 4-8775 124-23 34-940 92-937 25-078 50-516 
JULY ee “e ..| 4°8566 4°8729 123-82 34-818 92-865 24-994 62-018 
AUGUST .. os -.| 4°857 4°8724 123-91 34°845 92-874 24-946 55-685 
SEPTEMBER oe »-| 4°5412 | 4-6981 115-84 32-609 88-009 23-195 50-766 
OCTOBER. . . -| 38-8887 4-3700 98-66 27-794 75-352 19-823 43-366 
NOVEMBER --| 83-7193 4-1767 94-83 26°717 72-173 19-095 43-182 
DECEBMER ‘ 3-+3725 4-0658 85-90 24-218 65-969 17-303 40-138 
932 
JANUARY «-| 84803 | 4-0377 87-11 24-689 68-017 17-582 40-809 j 
: | ae - 
1 The old parity of 25-2215 wal at 
* The old parity of 25-2215 wa al 
3 Berne until November 1929. 7 


4 Average Oct. 1 to Oct. 5 
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ONEY RATES Table IV—cont. 
ee : - i 
NEW YORK | PARIS BERLIN AMSTERDAM 
rd ri | | 
Market Market Market Market 
| Bank Rate Discount | Call Money | Bank Rate Discount Bank Rate | Discount Bank Rate | Discount 
1. a : | | Rate | | | Rate Rate | Rate 
| | | | | 
ns Per cent. Per cent. Percent. | Percent. | Percent. Per cent. Per cent. Percent. | Percent. 
andl | - —__——} — ———— a = = 
| | | | 
14 | lye | = 2 1# 8 | Ott 3 | 2% 
133 13? 1# 24 13? 8 8 3 2h 
3¢ 234 245 2+ 1¢ 8 8 3 | 2g 
3+ 38 3 2t Qe 8 8 3 | 23 
| 3t 38 2 24 2 8 | 8 3 2) 
| 33 3y5 2+ 2¢ 13} 8 | 8 3 23 
3 3, 2+ 2+ 13% 8 8 8 18% 
3t 2% 2+ 24 2 8 | 8& 8 | Lys 
3 Bex 2¢ 2 2 8 | 8 3 18% 
| 3+ 3x 2+ 2+ 2 8 | 8 3 | Ns 
3¢ 3 24 2+ | 2 7 7 3 | 1 
| eS % | i 7 7 $s | 2 
3+ Ok 3x | 3 2+ 2 7 7 3 | 3 
} 3t 3% 3t 2+ | 23 7 7 3 | 2k 
| | | 
| 34 3% 24 24 2 4 7 3 | 2 
| 34 2# 2+ 24 2 7 7 3 | 2k 
| 3t 2 2+ 24 2k 7 7 3 | 24 
3¢ 2H ; & 24 2k 7 7 3 | @ 
| 3t _ _ 24 24 7 6% 3 | 2t 
those of Treasury Bills, are averages of daily rates. 
11, rates are those of Friday each week. 
ZIGNs EXCHANGES Table V—cont. 
DAILY AVERAGES 
| AMSTERDAM| BERLIN PRAGUE | WARSAW |STOCKHOLM BOMBAY KOBE RIO DE | BUENOS 
7 | q JANEIRO | AIRES 
Fl. to x | Rmk. to £ Kronen to £ | Zloty to £ Kr. to £ d. per Rupee | d. per Yen. d. per | d. per 
e i EH), IOS OS an | 2 _|_ | CMilreis. | Gold Peso. 
12°107 | 20°43 | s0¢°25 47°38 18159 | 18 2¢58 5°8997 47°019 
ace J tod | | — | = 
| | | | 
| | | | | | | | 
12-091 20-402 163-83 | 43-313 18-138 | 18-06 22°55 | 5°905 | 47-41 
} | 12-090 20°475 | 163-89 43-313 | 18-173 | 17°96 | 22-08 5-869 | 47°28 
| 12-086 20-359 163-87 43-308 | 18:°098 | 17°82 | 22-54 | 5°873 | 47-28 
| 12-098 20-397 164-42 43-418 | 18:141 17°87 | 23°58 5-860 46°82 
| | | 
| | | | 
12-102 20-387 | 164-56 43-398 | 18-136 | 17°93 | 24-25 5-525 | 45°04 
12-098 20-375 164-17 43°416 | 18:092 | 17°86 | 24°38 | 5:°743 | 43°71 
12-093 20-383 | 164-06 | 43-382 | 18-097 | 17-82 | 24-39 5-368 | 40°50 
| 12-061 20-412 | 163-78 | 43°375 | 18-095 17°82 24-52 | (5-119 | 38-49 
| j 
| | | | | 
| | | | 
| 12°066 | 20°419 163-91 | 43-312 | 18-138 | 17-78 | 24-48 4-461 | 34-49 
12-104 | 20-438 164-08 | 43-375 | 18-149 | 17°78 | 24°45 4-255 | 35-60 
| 12-110 | 20-406 163-94 | 43-375 18-1438 | 17°88 | 24°41 3°883 | 38°60 
} 12-106 | 20-409 164°06 | 48°375 | 18-148 17°85 | 24°41 | 93°618 37°68 
12-103 20-433 164-12 | 43°375 | 18-148 | 17°86 | 24°41 | 3°330 34-91 
12-088 | 20-497 | 164-19 43-375 | 18-143 17°85 | 24-39 | 3°730 | 34°72 
12-056 | 20-967 | 164-01 43-412 18-145 | 17°81 | 24°40 3-579 33-61 
12-046 20-573 163-98 43-375 18°158 17°77 24°41 | 3151 | 31°93 
11°263 | 19°365 153-43 | 37°458 17-501 | 17-77 | 26°19 | 3:°162 31°81 
9-630 | 16-702 130-68 34-646 16°811 | 17°88 | 30°07 3-502 | 32-03 
9-264 | 15-683 | 125-22 32-990 17°947 | 18-13 31-79 | 3:960 | 37-74 
8-375 | 14-250 113-49 | 30-250 | 18-014 18°13 32°55 4°286 | 40°84 
| | 
| 8541 | 14-484 | 115-75 | 30-690 | 17-867 18:13 | 25-27 4-290 | 40-08 
| | | 
5 was abandoned as from June 25, 1928. 
— abandoned as from December 22, 1927. 
. 5, Banks closed during remainder of month. 
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a nincepsensahomene $$ ——_—_—_—_—__} ——— 
Table VI BRITISH TRADE; AND 
‘ ° 7 a nee jae 
| COAL | PIG-IRON (1) STEEL (1) |! 
Export: 
| Production (inelading plumber of | Production | Production 
oke Blast 
atendof | 
Mijons of Mitjens of months | Thenenis of a of 
929 | | 
1 } 
ee, 4-9 139 «6| (564 765 
APRIL oe oe ae ee oe | 20-9 5-0 152 | 611 809 
JULY .. “es ee oe oe oan 21-1 6:3 167 672 805 
eee ce le le lel 6-2 166 689 890 | 
1930 | 
JANUARY .. ie si ee oe 23-8 5-9 159 650 771 
APRIL ee oe “s ee + | 19-7 4°6 151 620 696 
JULY .. ae Fe i - <)> See 4:9 105 =| 486 621 
OCTOBER ee es se oe oe | 21-0 5-1 96 415 512 
1931 
JANUARY .. we as we es 19-2 3-6 83 337 402 
0 ee ee 18-9 3:8 81 320 | 486 
MARCH ee os oe “s oe 19°4 3-8 81 357 500 
APRIL se ee si aa oe 18°6 3-6 78 323 | 397 
May .. ee ee “se oe os 17°3 3°6 | 80 | 346 | 435 
JUNB.. ee ee ee ee ee 17°8 3-9 | 76 324 | 429 
i i. fh ee ee 17-1 3-7 70 26©| «6817 |— 4289 
AUGUST oe ee ee ee oe 16-1 3°5 64 276 | 357 
“eee ee eee 18-0 3-9 62 248 | 400 
OCTOBER... oe oe ee oe 19-7 4°3 66 284 457 
NOVEMBER .. a ci ae ee 18-6 3-9 70 | 459 
DECEMBER .. +s es oe se 19-6 3-9 70 331 425 
1932 | 
JANUARY .. eo os os os 18-7 3-6 76 | 332 430 
(1) Returns issued by} the Ne 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
OVERSEAS TRADE BANK CLEARINGS. UNEMPLOYMENT . 
Se oe 1 .__8| tn | ampent | PRES 
s j roduc- 
Imports | Exports |Re-exports|} London (Provincial) Total | Compar- age of on Live tion 
« ” ative 
*Country”| | Total —— Register | (Quarterly) 
£ £ £ e | « £ £ unem- 000’s | 1924 = 100 
| millions | millions | millions | millions | millions | millions millions ployed | omitted 
| | 
1929 | | 
JANUARY ..| 116-1 66-9 9-8 10-4 5-5 15-9 19-1 12°3 1,427 108-3 Ja 
APRIL «-| 104-2 60-2 10-4 10°5 5-3 15-8 19-0 9-9 1,159 111-0 ‘AP 
JULY ee 93-6 66°5 8-0 10-3 5-4 15°7 19-0 | 9 1,140 108+2 Iv 
OCTOBER ..| 110-3 64°6 | 91 10°3 5-1 | 15°5 18-9 10-4 1,218 114°8 0c 
1930 | | | | 
JANUARY ..| 101-9 68°3 | 8-2 10-4 5-0 15-4 | 19-5 | 12°6 1,481 109-6 Ja 
APRIL ee 83-9 46°9 | 7°8 10-4 4-7 15-1 20-3 14°6 1,678 100-9 AP 
JULY --| 85°2 50°7 | 6:7 10-0 4°3 14:3 | 19-9 | 16-7 1,964 | 90-7 Iu 
OCTOBER .. 90-9 46°9 | 7:2 9-6 4:0 13°56 | 19°9 | 18-7 | 2,200 | 92-7 0c 
| | 
} | | | | 
1931 | | 
JANUARY .. 75°6 37°6 | 6-0 | 9-9 4-2 14-2 22-2 | 21°5 | 2,614 | Ja 
FEBRUARY..| 63-6 31-8 5-9 9-1 4-1 13:2 | 20:7 | 21-7 2,628 85°1 FE 
MARCH e-| 70°7 34-0 | 5-4 | 8-9 4-1 13-0 | 20-4 | 21-5 | 2,625 Mw 
APRIL ee 70°0 32°5 | 6-6 | 9-5 3-9 138-4 | 21-2 | 20-9 | 2,532 Al 
May ee 69-6 33-9 5-7 9-1 3°9 13-0 | 20-7 | 20-8 | 2,523 80°6 M 
JUNE es 68°6 | 29-4 6-0 8-5 3°7 12:3 19-8 21°8 | 2,629 I 
JULY ee 70°1 34-3 4-9 9-1 4-0 13-1 21-3 | 22°6 | 2,664 It 
AvausT ..| 65°3 29-1 3-8 8-8 3-8 12-6 21-0 | 22-7 2,732 81-1 Al 
SEPTEMBER | 68:3 29-8 3-8 8-0 3:3 11°3 | 18-9 | 22°6 2,807 SE 
OCTOBER .. 80-7 32-8 53 | 9-0 4-1 13-1 | 20-9 21-9 | 2,756 Or 
NOVEMBER 83-2 31-9 50 | 88 3-9 12-7 | 19°8 21°4 | 2,656 | > 80°5 Ne 
DECEMBER 77-0 32-1 5°5 9-2 4:0 | 13:2 | 20-7 | 20-9 2,510° | D 
1932 | | | | 
JANUARY ..| 62:3 31-1 5-2 9-6 4:2 13-8 21°7 | 22-4 | 2,728 J 
| 





P + Daily averages. * “ Country ” clearings at London Clearing House. * Total clearings (London 
Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index eo 
number of wholesale prices (1924 = 100). * Average of four or five weekly returns. * Reprinted by courtesy 
of the London and Cambridge Economic Service. 
* Since December, 1931, figures published monthly. 
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RADE; AND INDUSTRY Table VI—cont. 
—__ icenisenecnipensteapsgumnaniiiiiiaia po ——ee ‘ 
) | RON URES THERLOD MACHINERY COTTON WOOL 
— |_—— a ak - 
| Exports of | Exportsof | Exports of | Exports of | Exports of 
n Imports Exports Imports Exports Yarns Piece Goods ops Wool and ool and 
| | Worsted | Worsted 
Yarns | Tissues 
of Thousands Thousands & £ Millions of | Millions of Millions Millions Millions of 
of Tons of Tons thousands thousands | Lbs. | Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
— EE ae en ee | Sincaianieaaaniets dea _ en a 
| 
| | | 
244 421 | 1,627 | 5,078 16-9 | 3879-3 | 3:1 3°6 18-6 
262 340 | 1,574 | 4,151 13-1 349-4 | 2°4 3:0 9°5 
237 376 1,687 5,066 15-0 355°4 2°2 5-1 17°5 
248 390 1,724 | 4,803 13°5 265°8 3-3 4°5 bs 
| 310 352 1,514 4,456 13-2 313-2 | 2°7 3:7 14°1 
| 234 268 1,699 3,861 11°5 217-0 2°4 3°0 7:0 
199 303 1,415 4,440 11:0 197-4 2-7 3°2 10°1 
264 264 1,499 4,128 aa°7 150-3 3:1 3°6 8:7 
| | 
222 167 1,181 3,280 11°3 155-6 | 2-4 2-4 10-4 
177 144 1,137 2,673 9°3 146°3 2°3 1°9 8:6 
210 =| 170 1,246 2,874 10°8 136-4 2-4 2°2 | 6°38 
193 | 188 1,216 2,843 10°8 135-2 2°8 2-4 | 5-0 
228 | 168 1,305 2,880 | 10:7 141°5 | 2°5 2°7 | 5-2 
246 163 1,212 2,442 9-6 132-8 | 1:6 2-6 | 6-1 
231 | 168 1,227 2,693 | 11°3 177-3 | 2°5 3°5 | 6:6 
202 | 144 | 1,051 2,174 | 11-2 143-8 ss 3+1 | 7-9 
220 =| 139 | 1,042 2,448 | 9-0 128-5 | 1°8 3°7 6°38 
276 159 1,698 2,792 | 12°8 143-1 2°6 4:0 6°7 
379 196 1,725 | 2,811 11-8 126-0 2°5 3:4 6°3 
267 175 1,304 2,929 | 14-9 149°7 2-9 3°0 7°5 
| 
| | | | 
170 167 925 2,701 | 16-4 | 179-9 3-4 3-4 8:5 
| | =) 














ssued by} the National Federation of Iron and Steel Manufacturers. 
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2 
5 UNITED KINGDOM | U.S.A. | GERMANY FRANCE ITALY 
| | | omar 
Wholesale 1 | Wholesale | Wholesale| Living | Wholesale} Cost of | Wholesale| Cost of 
ss Cost of | (Depart- Statis- (Statis- (Statis- Living Living 
y) | | Living | ment of tisches tisches tique (Statis- 
| Board of |** Econ- (Ministry | Labor) |Reichsamt| Reichs- | Générale) tique 
" Trade omist” |of Labour) | | amt) Générale) ; 
| | | July 1919/14 | July (Jan.-July) 
= i} | 1918 = 100; 1913 = 100 1914 = 100, 1913 = 100 1913 = 100; = 100 1913 = 100 | 1914 = 100} 1918 = 100) 1914 = 100 
H | | | 
| } | 1 ! 
1929 } | | 
} JANUARY .. | 138-3 | 130-3 165 | 189-3 | 138°9 | 153-1 630-6 547 134- 148 
APRIL ++ | 138-8 | 129°3 | 161 | 138-7 | 137-1 153°6 | 626-7 556 133-8 150 
JULY ++ | 137-4 | 128-9 163 140-4 | 137-3 | 154-4 | 613-0 555 129°5 148 
OCTOBER .. 136-1 | 124-1 | 167 138-0 137-2 | 153°5 | 589°5 565 127-6 149 
1930 | | | 
JANUARY .. 131-0 118-5 | 164 | 133-8 | 132-3 151°6 | 563-5 565 123-0 150 
APRIL eo | 128°7 112-3 155 | 129-9 126-7 147-4 548°4 572 116-6 146 
ly JULY ee 119-2 | 106-8 | 157 | 120-3 125-1 149°3 537°6 592 109-0 145 
Oor BER .. | 113-0 99-6 157 | 118-3 | 120-2 145-4 508-2 597 104-9 143 
| | | | | 
| | | | | 
} 1931 | | 
JANUARY .. | 106-9 |} 91-3 } 152 ; 110°% 115-2 140-4 483-7 98-2 133 
FEBRUARY .. | 106-2 ; 91-6 | 150 | 108-2 | 114-0 138°8 481-3 590 | 97:1 135 
Marcu -- | 105°9 | 911 | 147 | 106°7 | 113-9 137-7 481°7 96-7 135 
APRIL oe 105-7 | 90-0 | 147 | 105-0 | 113-7 137-2 483-7 95-38 135 
May ee 104-4 | 87-5 | 145 102-1 113°3 137°3 470°1 589 94-2 134 
JUNB eo 103-2 | 87-5 | 147 | 100-3 | 112-3 | 187-8 | 467:1 } 921 133 
JULY ee 102-2 86-0 | 145 | 100°3 | 111-7 | 187°4 | 456-3 |} 91°5 132 
AUGUstT ., 99°5 | 85:7 145 100-6 110°2 | 184°9 | 445°6 |>565 | 89°8 131 
SEPTEMBER 99-2 | 89°6 | 145 99-0 108-6 | 134*°0 | 427-9 | 88-9 130 
OoroppR .. | 104-4 | 90-1 | 146 98-0 | 107-1 | 133-1 | 414-2 | | 88-9 | 129 
NOVEMBER .. 106-4 90°7 148 97°+9 106-6 131-9 408°3 | > 531 | 88°5 129 
DECEMBER .. 105°8 90-6 147 95-0 103-7 130°4 404-4 | J | 86-8 129 
1932 | } 
JANUARY ee 105-8 90-0 | 147 | 100-0 124-5 405-4 85°9 128 


| 


* The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
comparison. 
® Gold index. 
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Company Meeting 


THE GAS LIGHT AND COKE COMPANY 





GRATIFYING RESULTS—GROWTH IN SALES 





A VAST ORGANIZATION 


‘l= two hundred and_ twenty-fifth 
ordinary general meeting of the pro- 
_“_ prietors of the Gas Light and Coke 
Company was held on February 12 at the 
chief office of the company, Horseferry Road, 
Westminster, London, S.W. 

Sir David Milne-Watson, LL.D., D.L. (the 
Governor), presided. The Secretary (Mr. 
W. L. Galbraith) having read the notice 
convening the meeting, 

The Governor said : Ladies and gentlemen, 
I presume it will be your pleasure, as usual 
to take the report and accounts as read. 
(Agreed.) 

On turning to the capital account you will 
find that the Company has raised just under 
£40,000,000, including premiums, and that 
there remains to be issued some £4,000,000 
of loan capital. 

During the year there has been an ex- 
penditure of {1,196,000 on capital account— 
land £216,000, buildings and machinery 
£413,000, mains and service pipes £322,000, 
meters £83,000, and stoves £162,000—and we 
have written off £124,000 for depreciation of 
ships and stoves. The net capital expendi- 
ture therefore, during the year has been 
£1,072,000. 

There are four reasons for this somewhat 
heavy expenditure on capital, namely, the 
purchase of land for future development; the 
erection of gasholders and other plant; the 
extension of our mains and service pipes to 
meet growing requirements, particularly in 
outlying districts; and the provision of 
meters and stoves for the ever-increasing 
number of consumers of gas. All this ex- 
penditure, I am sure you will agree with me, 
is a healthy sign of the Company’s vigour. 
(Cheers.) 


INCREASE IN GAS SALES 


When we come to the revenue account, I 
am glad to report that we have had an increase 
in the sale of gas of almost 14 per cent., 
which, in view of the conditions prevailing 
to-day, is most satisfactory. I am afraid 
that most businesses with which you are 
acquainted unfortunately show decreases, 
and I feel sure that the shareholders will be 
gratified that in these difficult times we have 
been able, not merely to hold our own, but 
actually to increase our sales. 


On the credit side of the account, the 
revenue from the sale of gas is £8,519,000, 
showing an increase of £78,000. There are 
also very satisfactory increases in respect of 
rentals for appliances. The rental of meters 
brought in £362,000, an increasse of £13,000; 
the rental of stoves £629,000, an increase of 
£23,000; and the rental for fittings £526,000, 
an increase of £11,000. Altogether, the 
income from gas and rentals is £10,036,000— 
a total increase of £125,000. 


1,400,000 CONSUMERS 


There has been an increase in consumers of 
27,000 in the year, the total number now 
approaching 1,400,000, and we have supplied 
a further 86,000 pieces of gas apparatus 
during the year. 

With regard to coke, there has been a 
small drop of 4d. per ton in the net amount 
received, which, together with a decrease in 
the quantity made, has resulted in a falling 
off in the revenue of £90,000. 

On the other hand, tar and its products 
have brought in £326,000, which is £6,000 
more than last year. Ammoniacal liquor 
shows a loss of £5,000, but that, as compared 
with the loss of £16,000 in the previous year, 
is £11,000 better. Altogether, the residuals 
are down by £82,000, against which, how- 
ever, can be set the increase from gas and 
rentals mentioned above, giving a net increase 
of £50,000 on a total income of nearly 
£12,000,000. 

On the other side of the account, coal has 
cost us slightly more per ton, although the 
amount spent is less than last year—this 
being due to the smaller quantity carbonized 
—and there was a decrease in the expenditure 
incurred on rates and taxes, due not to a 
reduction in local rates, but to an adjustment 
for income tax, otherwise I do not think there 
are any figures to which it is necessary for me 
to call your attention. 


ALLOCATION OF PROFITS 


The result of the working for the year is, 
therefore, as follows :— 

The balance transferred from the revenue 
account to the profit and loss account is 
£1,953,000, as against {1,809,000 for the pre- 
vious year. This balance, after adding the 
sum of £18,000 received from H.M. Treasury 
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in respect of the Development Act, 1929, and 
after allowing for interest on borrowed 
money for the year and the dividends distri- 
buted in respect of the June half-year, leaves 
a sum of £820,000, from which to pay 
dividends for the December half-year. 

This sum enables the directors to declare 
the usual dividends on the 4 per cent. Con- 
solidated Preference Stock and the 34 per 
cent. Maximum Stock, and to recommend a 
dividend at the rate of £5 12s. per cent. per 
annum on the Ordinary Stock. 

The payment of these dividends, together 
with the necessary contribution of £20,000 to 
the redemption fund, will absorb £681,000, 
leaving £139,000 to be carried forward to the 
credit of the current year’s accounts, as 
against £122,000 carried forward on the last 
occasion. 


OVER 3,000 INDUSTRIES USING GAS 


There is a very large and interesting 
development in the use of gas for industrial 
purposes. We are constantly putting in new 
supplies of gas for use in industry, and to-day 
gas is used in more than 3,000 different in- 
dustries, with an average of seven processes 
in each industry. This is a most satisfactory 
feature of our business, as the industrial load 
is a particularly good one, and we are taking 
steps to encourage its growth in every 
possible way. 


“CLEANGLOW ” A LONG-FELT WANT 


We have recently put upon the market a 
new fuel to which we have given the name of 
“Cleanglow.”” ‘‘Cleanglow”’ is a specially 
prepared fuel suitable for burning in open 
fireplaces. It has been enthusiastically taken 
up in London as a means of supplying a long- 
felt want—namely, the provision of a smoke- 
less fuel which can be burnt in open grates. 
We have come to recognize that, however 
useful and popular gas fires may be, many 
householders desire to have at least one open 
fire in their homes—either in the dining-room 
or the drawing-room, as the case may be— 
and in order to meet this special feature of 
British home life we have set ourselves to 
supply a smokeless fuel which can be burnt 
in an open grate, and we believe that we have 
solved the problem. The grate itself has the 
advantage of having a gas attachment to 
ignite the fuel, thus avoiding the bother and 
dirt caused by lighting the fire with paper 
and wood. We think there is a great future 
for this new fuel. 


TWO ACQUISITIONS 


As you are all aware, we have, as from 
January 1, taken over the Southend-on-Sea 
and Brentwood Gas Companies. We are 
looking forward to developing their districts, 
and we believe that in them there is room for 
great extension in the use of gas. 

The result of these amalgamations is that 
the company now supplies an area well over 
500 square miles in extent. We have fifteen 
manufacturing stations and fifty-one show- 
rooms ; there are over 4,970 miles of mains in 


our enlarged district, and we supply gas to 
49,000 public lamps; we consume no less than 
2,750,000 tons of coal and over 17,000,000 
gallons of oil per annum; and we have a fleet 
of 17 steamers. 


A GREAT PUBLIC UTILITY 
COMPANY 


I give these figures because I feel sure that 
many of you and many of the general public 
do not realize how vast an organization is the 
Gas Light and Coke Company. So much has 
been heard of electricity and oil in the last 
few years that I think an erroneous impres- 
sion has grown up that the day of gas is over 
and that we are a decaying industry. I 
believe that the figures I have given you will 
speak for themselves and show that we are 
one of the greatest public utility industries 
in the country, and, if you except coal, the 
greatest suppliers of fuel, and we are growing 
all the time. 


AN APPEAL FOR FAIR PLAY 


It is my firm opinion that with fair play 
the excellence of our product and of the 
service which we give to the public will 
enable us to do far more than hold our own 
in the future. We ask for no favours, we 
only ask to be allowed an opportunity of 
competing for business on equal terms. I 
referred at some length last year to unfair 
competition and I am glad to say that in 
certain quarters there has been an improve- 
ment in this direction. But I regret to say 
there are a few municipalities which control 
their own electrical undertakings, and, 
fearing to leave the choice between gas and 
electricity to the tenants of new houses and 
flats, take the unfair precaution of excluding 
gas from the start. This is a tendency that 
we mean to fight both as traders and as large 
ratepayers. We are quite content to leave 
the choice between gas and electricity to the 
people who have to cook and wash and make 
their homes cheerful and warm. 


PARLIAMENT AND THE INDUSTRY 


As I have told you, the Gas Light and Coke 
Company has been fortunate in its latest Act 
of Parliament to get some relief from the 
trammels which have bound it for so many 
years, but I regret to say that no relief has 
yet been given to the industry as a whole. 
A Committee, of which I have the honour to 
be a member, was appointed early last year 
by the Board of Trade to consider what 
alterations were required in gas legislation. 
Many meetings have been held and certain 
progress has been made. I can only hope 
that after the Committee has reported Par- 
liamentary time will be found to put its 
recommendations into effect, especially as 
they will be largely based on those made long 
ago by various Government Committees, 
notably the National Fuel and Power Com- 
mittee. 

The report and accounts were unanimously 
adopted. 








280 
Bank Meeting. 


LLOYDS BANK LIMITED 





SATISFACTORY RESULTS DESPITE YEAR’S DIFFICULTIES 


CAUSES OF THE WORLD CRISIS 


MR. J. BEAUMONT PEASE’S SPEECH 


HE seventy-fourth ordinary general 

meeting of Lloyds Bank Limited was 

held on February 5 at Southern House, 
Cannon Street, London. Mr. J. Beaumont 
Pease (chairman of the bank) presided. 


The notice convening the meeting having 
been read by the secretary, and the auditors’ 
report by Sir Gilbert Garnsey, K.B.E., the 
chairman, in moving the adoption of the 
directors’ report, said :— 


In going through the balance sheet I pro- 
pose to point out some of the principal items 
of interest. On the liabilities side the capital 
remains the same, but, as we explain in the 
report, we have taken {2,500,000 from the 
published reserve in order that the value of 
the bank’s investments might be written down 
to market value or under. We thought it wise 
to meet this situation in this way rather than 
to have recourse to our internal reserves, which 
in these days of uncertainty it is desirable to 
maintain in abundant strength. (Hear, hear.) 
Since December 31 there has been a very sub- 
stantial recovery in the value of our invest- 
ments; but in any case the depreciation did 
not give us undue anxiety, as a large propor- 
tion of our investments is in short-term bonds 
repayable in a year or two at par. 


Our current and deposit accounts show a 
fall of £31,000,000, representing a drop of 8-4 
per cent. in the year. The current and deposit 
accounts of all the clearing banks show a total 
decrease of £148,403,000 during the same 
period, representing a fall of 7-8 per cent. 


The only other items on the liabilities side 
to which I desire to all your attention are those 
under the heading of acceptances and endorse- 
ments, &c. The acceptance figure of 
£2,695,520 is down by £3,300,000 and includes 


the amount we have outstanding on account of 
German banks under the standstill arrange- 
ment. Of the omnibus item, endorsements, 
&c., over {20,000,000 represents forward ex- 
change transactions, to which of course there 
are counterpart items on the assets side of the 
balance sheet. We have included this item for 
several years in our balance sheet, following 
the recommendations of the Cunliffe Com- 
mittee, but the actual risk involved is purely 
a marginal one and is negligible. The balance 
represents bail bonds, endorsements, &c., 
which also have their appropriate contra 
entries among the assets. 


GERMAN STANDSTILL AGREEMENT 


I think it is desirable that I should say a 
word about the German standstill arrange- 
ments, as there has been a great deal of mis- 
understanding and misrepresentation in re- 
gard to the City’s commitments with Ger- 
many. The Basle Committee have published 
the figure of 12 milliard Reichsmarks, or 
£600,000,000 at par, as the total to all 
countries of German short-term obligations. 
A census of London banks and accepting 
houses shows that of this total, apart from 
other debts such as loans to States and muni- 
cipalities, which are not governed by the 
Standstill Agreement and are moderate in 
amount, £53,000,000 represented on July 31, 
1931, the amount of German acceptance 
credits with London banks and accepting 
houses, and {11,000,000 the amount of other 
forms of short-term indebtedness. 


An analysis of the City’s acceptance figures 
shows that more than half of the total of 
acceptances was in respect of credits granted 
for financing the movement of goods, as the 
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London banks and accepting houses granting 
the credit either see the relative documents or 
are provided with proof of shipment. The 
great proportion of the balance is stated by 
the institutions making the return to be also 
of a self-liquidating character, though in this 
case there is no proof of the actual movement 
of goods. Compensation for the risk taken 
consisted merely of the usual acceptance com- 
mission, ranging from, say, 4 per cent. to 
2 per cent. per annum, according to the credit 
of the credit-taker and the class of business 
transacted. 


REFUTATION OF CHARGE AGAINST 
LONDON FINANCIAL HOUSES 


These figures are a complete refutation of 
the charge brought against London financial 
houses that, tempted by the offer of high rates, 
they risked huge sums of English deposit 
money at short notice for the purposes of 
German capital expenditure. On the contrary 
they show that the amount of the acceptance 
credits quoted above was by no means exces- 
sive for London to have granted to a great 
country like Germany, with a vast import and 
export trade. It was a business that London 
had done on a large scale for many years 
with safety, and was arranged for the purpose 
of conducting the essential import and export 
trade of the country. 

London institutions have, indeed, done 
nothing more in these transactions covered by 
the standstill arrangements than transact 
their normal business with Germany, which 
was essential for the smooth working of 
British, and, indeed, the world’s commerce. 
It was the unparalleled world crisis which 
developed so quickly, coupled with Germany’s 
reparation obligations and abnormal non- 
banking short-term indebtedness, which 
brought into prominence the normal banking 
credits granted by the London banks and ac- 
cepting houses to their regular German clients. 
From what I have already said it will also 
be seen that the rates charged for this credit 
business were not high. On the contrary, they 
appeared to us at Lloyds Bank unduly low 
compared with the risks involved, and in 1929 
we drew a distinction between the rates 
charged for credits representing imports into 
Germany and exports from that country and 
raised our commission for the latter. 


BANK’S COMMITMENT UNDER 
STANDSTILL AGREEMENT 


The effect has been to reduce considerably 
the liabilities of German banks to us, and by 
July 31 last year our bank’s commitment 
under the Standstill Agreement, both in 
respect of acceptances and cash advances, was 
less than 3 per cent. of the total amount out- 
standing in London on that date. So many 
wild statements have been made on this sub- 
ject that it is well to contrast this meagre 
figure with some of the exaggerations that 
have obtained publicity. (Cheers.) 


The continuation of the Standstill Agree- 
ment for a year, subject to certain conditions, 
has recently been arranged in Berlin, and, as 
chairman of the Joint Committee of British 
Short-Term Creditors, I should like to put on 
record our gratitude to our representatives, 
Mr. Brand and Mr. Tiarks, for the arduous 
work which they have given to this task con- 
tinuously since the middle of December. 
(Hear, hear.) I would like also to em- 
phasize what they say in their report. The 
standstill arrangements were made on the 
recommendation of the Seven-Power Con- 
ference in London last July, with the implied 
promise that, if bankers held their hands for 
the time being, the Governments would take 
the necessary steps for the restoration of 
German credit. In the words of the report, 
“‘a Standstill in the nature of things is only a 
temporary measure designed to give time for a 
fundamental solution. Neither foreign cred- 
itors nor German debtors can control the 
main current of events, and both await the 
decisions of the Governments.” 


ASSETS 


To turn now to the assets side of the balance 
sheet, cash shows a reduction corresponding 
to the drop in deposits. There is a large 
reduction of over {10,000,000 in Treasury Bills 
for the same reason, while the total of our 
liquid assets of £167,238,083 represents 50 per 
cent. of our public liabilities. 


The next item is our investments in sub- 
sidiary companies, and the total of these has 
been written down very considerably below 
their asset value. 


The demand for accommodation has been 
less than in the previous year, and the figure 
for our advances therefore is lower by 
£8,390,000, but represents 50-2 per cent. of 
our deposits as compared with 48-2 per cent. 
last year. I have made the usual analysis of 
our advances, but it fails to show any signi- 
ficant changes. The only groups which have 
any important increase are ‘‘ Local Autho- 
tities,” ‘‘ Banking, Insurance and Finance,” 
and ‘‘ Public Utility.” On the other hand, 
there are large decreases under ‘“‘ Personal and 


Professional,’ ‘‘ Retail,” ‘‘ Engineering,” 
“ Agriculture,” ‘ Building,” ‘‘ Shipping,’’ 
“‘ Foodstuffs and Tobacco,” ‘‘ Paper and 


Printing,” ‘‘ Cotton,” “‘ Corn,” and “ Stock- 
brokers.”’ 


The only other asset to which I need draw 
your attention is premises. This shows an 
increase of £270,000. I think we are likely to 
see the increases under this head diminishing 
in the future. (Hear, hear.) 


Banks have sometimes been criticized for 
opening new offices in places where banking 
facilities were redundant. The multiplicity of 
branches has been to the advantage of the 
public, but undoubtedly there are places 
where the business is not sufficient to ensure 
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satisfactory results to all the banks repre- 
sented there, and, with this in mind, and by 
mutual arrangement with other banks, we 
have closed down a good many sub-offices, 
with a consequent saving in expense. (Hear, 
hear.) 


PROFIT AND LOSS 


Our net profit brought in, after charging 
rebate and income-tax, provision for bad and 
doubtful debts, having been made partly out 
of profits for the year and partly out of sums 
previously set aside for that purpose, amounts 
to £1,926,903 17s. 7d., which is about £200,000 
less than last year. We have transferred 
£400,000 to contingencies account, and recom- 
mend the payment of a dividend on “A” 
shares at the rate of 134 per cent. per annum, 
and a dividend on the “‘ B”’ shares at the rate 
of 5 per cent. per annum, being the same rates 
as those paid last half-year. Our balance to be 
carried’‘forward will be £522,055 4s. 8d., which 
is about £11,000 more than that brought in. 


THE FINANCIAL CRISIS 


I hope these results, obtained during a 
period of unexampled difficulty, will not be 
considered unsatisfactory. The year 1931 was 
packed with a number of wholly extraordinary 
circumstances. Beginning with a low Bank 
rate of 3 per cent., subsequently reduced to 
24 per cent., with gilt-edged securities stand- 
ing at high prices, it ended with a Bank rate 
of 6 per cent. and a serious depreciation in 
the value of Government stocks. Warnings 
as to the danger of our national finances given 
during the introduction of the first Budget in 
the spring were amplified in an alarming way 
by the report of the May Committee, and 
were acted upon in the second Budget passed 
in October, with onerous additional burdens 
of taxation, after a General Election of un- 
precedented significance. 


The breakdown of credit in Germany and 
Central Europe and the drain of gold from this 
country finally brought about our departure 
from the gold standard. All these facts, 
coupled with the numerous failures of banks 
in nearly all countries throughout the world, 
except our own, and political unrest in many 
places, built up a situation hitherto unknown. 
British banks have received a large measure 
of congratulation from a generous Press and 
public for the way in which they have con- 
ducted their business and maintained their 
reputation for strength and soundness through 
all the financial convulsions of last year. 
Criticisms on some points were occasionally 
made, but no cry was ever less effective or 
received less credence than that raised against 
the banks during the General Election last 
October. (Hear, hear.) 


WORLD PROBLEMS 
We in Lloyds Bank are attempting to pro- 


vide our contribution to the general know- 
ledge. In the hope of throwing more light on 
the situation and giving voice to those 
moderating influences in Germany, France, 
and the United States of America, where men 
of good will are seeking to find a solution to 
the problems which perplex the world, we 
have arranged for the production next month 
of a series of articles in our Bank Review, 
including one setting forth the French point 
of view, another by an eminent German 
economist, and a final summing-up by Sir 
Arthur Salter, whose work on the Economic 
Council of the League of Nations is so well 
known. 


For the moment I am going to content 
myself by referring to what seems to me to 
be the main cause of our troubles. Primarily, 
of course, the War is responsible, either 
directly by the huge destruction of wealth 
which it caused and the vast borrowings 
which were entailed for its pursuit, or 
indirectly by the dislocation of trade which 
followed in its train. The great increase of 
productive power and new inventions arising 
out of the War caused an over-production of 
primary commodities relatively to the high 
cost of manufactured articles, and thus a lack 
of purchasing power was experienced by 
countries engaged in the production of primary 
commodities, both on account of the lower 
prices obtained for the increasing amount of 
their goods, and also by reason of the relatively 
excessive price of manufactured articles. 


A further contributory factor was the dis- 
turbance to the monetary systems of the world 
caused by the transfer of huge sums from 
debtor to creditor nations, which had no com- 
mercial origin or basis and produced a constant 
drift of gold to the two nations which had 
become the chief War creditors in the world. 
The consequent rise in the value of gold, and 
its corollary, the fall in prices of commodities, 
still further accentuated the unfortunate posi- 
tion of the nations engaged in primary pro- 
duction, and curtailed their power of purchas- 
ing from manufacturing nations. 


TRADE BARRIERS 


Confined in this vicious circle, and cut off 
from the possibility of normal international 
trade, nations of the earth have been showing 
an increasing tendency to think of themselves 
alone, and to aim at an impossible state of 
self-sufficiency; to be willing indeed to sell 
to others, but, by tariffs, restriction of imports, 
and control of exchange, to render it impos- 
sible for other nations to sell to them. In 
such a mad world a return of prosperity, the 
one thing we all want, has, for the time being, 
been made an impossibility, and international 
trade has been brought largely to a standstill. 


A vote of thanks to the directors for their 
services during the past year, and to the 
chairman for presiding, was carried unani- 
mously, and the proceedings then terminated. 


—— 
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THERE IS 
A TRADITION 


that statistics on British In- 
dustries are virtually unobtain- 
able. The tradition, however, 
is mistaken. 


@ 


In collaboration with the 
Economist Newspaper,Moodys- 
Economist Services have 
prepared a month-to-month 
service on some 40 leading 
industries, supplemented by 
tables on exchange rates, prices, 
employment, bankruptcy, etc., 
at home and abroad. 

The whole is presented in 
a convenient loose-leaf binder. 


xX 
MOODYS-€ronomist SERVICES LTD. 


King William Street House, 
E.C.4. 
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Life Assurance in 1931 
By F. G. Culmer 


RITISH life offices have again confounded the self- 
BP arovintes critics who are fond of making adverse 

comparisons of their business-getting methods with 
those of the American life assurance companies, without 
having due regard to the great difference in the 
respective conditions under which companies in both 
countries operate. Twelve months ago, when writing 
in THE BANKER of the progress which life assurance had 
made in the United Kingdom during 1930—there was 
an increase in the then published returns of new sums 
assured of over 3 per cent.—I mentioned that there 
had been a proportionate decline in the corresponding 
business effected in the United States. So far as I can 
gather, the American life offices did not do even so well 
by comparison in 1931. 

All the British life offices have not yet published their 
new business returns for last year. Forty-three com- 
panies make up the accompanying Table, and of that 
number twenty succeeded in effecting a larger volume of 
net assurance than in 1930, while six achieved the 
remarkable distinction of setting up new records. While 
the aggregate of the net sums assured by those forty-three 
companies last year represents a decrease of a little more 
than 5 per cent., as compared with the previous year’s 
total, it amounts to no less than £134,165,703. In view 
of the unprecedented economic depression prevailing last 
year, this was a marvellous achievement. 

In existing circumstances it would not have been at 
all surprising if there had been a general decline in the 
volume of life assurances taken out by the public. All 
classes of the community were faced with a shortage of 
money, unemployment was rife to an alarming extent, 
and in spite of lessened earning capacity accentuated by 
wholesale cuts in salaries and wages, exorbitant demands 
for payment of increased income tax still further weakened 
individual financial resources to a most uncomfortable 
degree. Owing to the long drawn-out slump on the 
Stock Exchange, investors were shorn of their usual 


LIFE ASSURANCE IN 193 285 


Net New Sums Assured. 


1930 Ig31 
f f 

Abstainers and General i oe a 736,060 707,140 
Alliance Oe a a -. 3,210,046 $3,222,795 
Atlas .. ia ma a -. 4,243,948 *3 000,000 
Britannic (ordinary) . . Es us se 2,518,217 2,557,317 
British Equitable .. i ae oe 530,000 $454,167 
British General re a4 a ; 508,154 483,713 
Caledonian .. “v ae 1,506,915 1,197,488 
Clerical, Medical and Gener: al a ‘ 1,913,711 1,801,132 
Commercial Union .. ne is os 4,385,550 4,033,702 
Confederation Life (Canada) a é I,314,000 *1,376,000 
Co-operative (ordinary) oy re a I,314,006 *T 641,300 
-quitable Life : Ss ve ae 074,550 *T 300,000 
Equity and Law os _ 1,890,046 1,739,07 
Friends’ Provident and Century 1,846,728 T,520,950 
General Life .. a hg oH mer 2,624,401 §2,098,67¢ 

a T,323,404 T,332,879 
Law Union and loc k 1,646,429 2,048,000 
“pao and General .. ae - .. 11,366,352 II,021,3460 
Life Association of Scotland , a 1,376,525 1,212,891 
London and Scottish 12,032 879,306 
London Assurance .. i ae e 2,055,975 T,795,750 
London Life .. oe es se ~«  9,326;5%4 2,730,885 
Manufacturers Life (Canada) 721,167 £803,832 
National Farmers’ Union .. at i 152,247 §189,578 
National Mutual of Australasia... A 9,201,023 6,113,517 
National Mutual (of London) ~ oe $13,403 705,979 
National Provident .. a a ea 1,637,000 I, 355,006 
Norwich Union Life . . ae a Me 8,033,634 8,249,645 
Pearl (ordinary) is ae i »» 30,377,395 $8,021,516 
Phenix F A ag ze a 2,934,512 *3 090,000 
Prudential (ordinary) cs 23 .. 18,814,714 *20,000,000 
Refuge (ordinary) .. i + 6,481,78 6,524,321 
hkoval Exchange ae ie es 3 2,501,132 2,418,03 
Roy il London (ordinary) .. iad oF 4,300,288 4,185,000 
Scottish Amicable.. zc se ee I, 309,350 1,196,320 
Scottish Life .. “ a i ‘i I 161,741 §1,407,068 
Scottish Provident a tn 2,891,393 2,619,201 
Scottish Temperance sis ne 1,122,321 1,186,804 
Scottish Widows’ Fund ae = = 3:492,000 §3.531,000 
Sun Life of Canada .. a ms ». 10,179,532 +9,430,000 
United Kingdom Provident a »+  3070;723 $3,503,351 
University Life a 168,785 216,630 
Wesleyan and General (ordin: ary) .. .. 1,180,030 1,210,740 


Approximate. 

Does not include term assurances under Family Income Schemes. 
* Business obtained in Great Britain. 
§ Record 
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avenues of employing their surplus funds to advantage, 
and there is no doubt that many of them turned to life 
assurance, which needs no recommendation as a safe and 
lucrative medium of investment. 

It augurs well for the future of the nation that the 
protective element of life assurance continues to stand 
so high in the estimation of the British public. The fact 
that last year the savings of the people were utilized in 
purchasing life assurance to the large amount of over 
£134,000,000,. speaks volumes for the common sense of 
the general public, and also for the confidence which is 
deservedly reposed in the financial stability and integrity 
of the life assurance institutions, whose reputation as 
custodians of the peoples’ money is of world-wide fame. 

Last year’s splendid results indicate very clearly that 
there is nothing wrong with the salesmanship of the 
British life offices. Those offices have continued their 
policy of advocating new and attractive schemes of life 
assurance, which they have brought within the scope of 
all and sundry by means of reduced rates of premium. 
These lower rates are especially applicable to non- profit 
assurances, while in the case of policies participating in 
profits the holders are rewarded for their enterprise by 
handsome bonuses. Life assurance in this country has 
received an undoubted fillip from the introduction more 
than two years ago of the Family Protection type of 
policy, which in varying forms is now issued by all the 
life offices. 

Thanks to the enterprise of the life assurance com- 
panies it is entirely incorrect to say that there is nothing 
new in life assurance. The new schemes which are 
constantly being brought to the public notice are the 
essence of simplic ity, and they have the additional charm 
of suiting the pocket of the comparatively poor man, as 
well as that of the man who is better blessed with this 
world’s favours. 

Some of these schemes are specially designed to 
nable people to bridge over a period of depression until 
the return of prosperity. One of them, known as the 
live Year Plan, is, | am convinced, destined to make a 
strong appeal to a not inconsiderable section of the 
issuring public. For a nominal outlay a_ substantial 
‘apital sum is secured should the death of the policy- 


————— 


BURROUGHS 
DUPLEX . 





ONE KEYBOARD-TWO MACHINES 


The Burroughs Duplex Adding Machine has one keyboard and 
one case—but the keyboard operates, and the case contains, two 
machines. Two accumulating mechanisms are controlled from 
one keyboard. 


Two different groups of figures can be listed in one colum: 
and a separate total obtained of each group. 


Or several columns may be listed and totalled separately and 
a grand total obtained of all columns. 


With the Shuttle Carriage Mechanism the carriage moves auto- 
matically from side to side with each operation of the machine. 
Thus, two separate columns of amounts are obtained with a 
total of each. Either of these two columns of figures can be 
made non.additive for folio or reference numbers. 


This machine is used for :— 
Clearing Inwards Remittances, Local Clearing, Branch 
Clearing, Check Ledger, Supplementary Ledger, Sup- 
plementary Pass Book, Waste Book, Weekly Trial 
Balance, Periodical Returns, Home Safes Deposit and 
Interest, and for many other types of work. 


Burroughs Banks Department will supply any further information 
or arrange a demonstration of this machine. Enquiry entails no 
obligation. 


9 
Burro hs There are over 100 different 
styles of Burroughs Adding, 


Bookkeeping, Calculating, 


BURROUGHS ADDING MACHINE LTD. Cash and Accounting Ma- 


Chesham House, 136-150, Regent St., LONDON, W.1. 


Telephone: 
Regent 7061. 


chines for every Bank, 
Branches in all | i 
Principal Cities. arge or small. 
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holder occur within five years, while the assured has the 
option at any time during the currency of the policy, 
without further medical examination, of changing the 
policy to either a whole-life or endowment assurance at 
a premium dependent upon the plan and term selected. 
Thus, a person between the ages of twenty and thirty 
can, fof a nominal annual premium of £5 Ios., obtain a 
policy for £500, which sum, as stated, would be paid by 
the company in the event of death within five years. 
Moreover, rebate of income tax would reduce the premium 
to £4 17s. 3d., while for a small additional premium a 
rebate of premiums in the event of incapacity from illness 
can be secured, with double the sum assured payable if 
death is caused by an accident. 

Another office has just issued a new seven-way plan, 
which it claims is specially designed for 1932 conditions. 
It is not dissimilar in principle. A man may be uncertain 
as to what form of policy will best suit the requirements 
of himself and his dependents, say, five years hence. 
He takes out what is called a straight life policy now, is 
— by that policy for the next five years, and at the 
end of that time he has seven options from which to 
pone another form of policy. The life offices are out to 
provide maximum protection at minimum cost, and it is 
safe to say that in this respect there has never been 
anything to compare with the present-day variety of 
policies. 

Without the special facilities now offered by the life 
offices many people would find it impossible in times like 
these to provide themselves with the essential protection 
of life assurance, and it is only fair to give full credit to 
those offices for making the way easy for the public. 
Records prove that among the most popular types of 
policies in special vogue at present are those which 
provide, besides the assurance of capital sums, for capital 
payments in annual instalments during specified periods 
of years, in the event of the death of the assured during 
such terms. Those periods are usually fifteen or twenty 
years. 

The main feature of a contract of this character is 
that provision by life assurance against the contingency 
of early death is procurable at ‘consider ably less cost 
than through the ordinary form of policy; I should 
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rather have said that a policy-holder is thereby enabled 
to secure at moderate cost a larger amount of life 
assurance than by other means. Suppose, for instance, 
that the policy is for {1,000. The premium for a man 
age thirty (according to one example) is £22 Ios. per 
annum. If the assured were to die at any time within 
twenty years from the inception of his policy, his 
dependents would receive quarterly instalments at the 
rate of £120 a year for the remainder of the twenty years. 
In addition, at the end of the term they would receive in 
a lump sum the capital amount of £1,000, which, of 
course, would be payable in the event of the assured’s 
death after the twenty years. 

No wonder, with such attractive schemes on offer, 
that the life offices have been able to transact a large 
volume of life assurance business. Now that business in 
general looks like assuming more active proportions they 
should be getting busy with group life assurances and 
pension schemes. These are absolutely essential to the 
welfare of industry; the group system enhances goodwill 
on the part of employees, and intensifies effort, thus 
reducing costs and increasing net profits. Group insur- 
ance is a sound investment for employers who run 
their businesses on economic lines. That this is realized 
is indicated by the progress which has been made in 
recent years in the adoption of group schemes. A point 
which should not be lost sight of is that, employees who 
share in group insurance schemes, are gaining the 
protection and benefits of life assurance at wholesale 
rates. 

To the man of moderate means the value of life assur- 
ance as a means of obtaining rebate in respect of income 
tax is very considerable. I ‘scarcely need to remind him 
that the allowance in respect of life assurance premiums 
is at half the standard rate of tax. It may be useful to 
show how the rebate affects people who are assured up 
to one-sixth of their incomes. In the case of a man 

earning £500 a year, the saving in tax would amount to 
fro 8s. 4d., and his liability would be reduced to 
{4 11s. 8d. 

The £700 a year man, who is not assured, is mulcted 
in income tax to the amount of £48 2s. 6d. ; if he is assured 
to the extent of one-sixth of his income, his tax will be 
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reduced to £33 1os. tod. Then there is the £1,000 a 
year man: his maximum assurance will reduce his tax 
liability by £20 16s. 8d. to £87 5s. rod. To go further, 
the saving in the case of an income of £2,000, at the 
present scale of tax, is £41 13s. 6d.; on £3,000 it is 
£62 Ios.; and on £5,000 it amounts to {104 3s. 6d. It is 
no doubt well known that the maximum amount of life 
assurance entitled to rebate of tax is equal to one-sixth 
of the income, invested at a rate of premium not 
exceeding 7 per cent. 

Life offices were naturally not immune from many of 
the difficulties which beset the banks and other financial 
institutions last year. They had, of course, to face the 
stiff problem of investment depreciation, and the annual 
reports and balance sheets are consequently eagerly 
awaited by all concerned, policy-holders and _share- 
holders alike. To what extent the companies have been 
affected by the depreciation in security values is not yet 
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known to the public, but it is practically certain that the 
investment reserve funds will suffice in the majority of 
cases to make up for the deficiency. 

The fact that in the past, while the life offices have 
always on occasion written up their securities at the end 
of the year to current market values, it has been their 
invariable rule not to take cognizance in the accounts of 
any capital appreciation when it eventuated, has con- 
stituted a valuable and substantial hidden reserve. 
Possibly this may now be taken into account by the 
directors when making up their balance sheets for 
1931. In such event the lower values placed upon the 
securities in previous years would probably oftset to 
a considerable extent the declines ensuing upon the 
financial crisis of 1931. 

Fortunately, the number of life offices whose quin- 
quennial or triennial valuations were due to take place 
as at the end of the year, is comparatively small, and by 
the time that others are making their investigations it is 
to be hoped that the stock market position will be 
restored to something approaching normality. In the 
meantime it is clear, from the few announcements that 
have already been made, that policy-holders have no 
occasion to worry with regard to their bonus prospects. 
Certainly they may feel confident about the financial 
soundness and stability of the life offices, than which 
there are no stronger institutions in the world. It is the 
justification for this sense of supreme confidence that 
renders life assurance a national asset of the highest 
worth. Not only in this country, but all over the world, 
the reputation of British life assurance companies stands 
on a high plane, and the first-class security which they 
atiord to their vast numbers of policy-holders eminently 
qualifies them for their réle as trustees of the public’s 
money. 











